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PRICE CONTROL AND OPS ACTIVITIES 


WEDNESDAY, NOVEMBER 19, 1952 


Coneress or THE Untrep States, 
Joint Commitrere On Derense Propucrion, 
Washington, D.C. 

The joint committee met, pursuant to notice, at 2 p. m., in room 301, 
re Office Building, Senator Burnet R. Maybank (chairman) pre- 
siding. 

Present: Senators Maybank, Capehart, and Bricker; Representa- 
tive Rains. 

The Crarmman. It is now 10 minutes past 2 o'clock. Senator 
Bricker is on his way over, so I think we will call the meeting to order. 

I want to say that this meeting is a follow-up to the last one we had 
on October 1, at which time we had Mr. Putnam and Mr. Fowler here. 

It was thought that since they had reported to us and you had not 
yet made a report, Mr. Woods, that it might be well to have you do so. 

In connection with that, I want it distinctly understood, that insofar 
as I am personally concerned, this is not a hearing in connection with 
any future legislation, nor has it anything to do with legislation, be- 
cause, naturally, any legislation will have to wait upon the recom- 
mendation of the President. 

Any legislation that may be introduced on this subject will be re- 
ferred to my friend here who will be the chairman, Senator Capehart. 
However, we would like to have a report from you, as requested. 

So, if you will proceed, Mr. Woods, we will be glad to hear from you. 

Would you prefer to go through your statement without interrup- 
tions, or shall we stop you for questioning whenever we feel it advis- 


able ¢ 


STATEMENT OF TIGHE E. WOODS, DIRECTOR, OFFICE OF PRICE 
STABILIZATION, ACCOMPANIED BY EDWARD F. PHELPS, JR., 
DIRECTOR OF PRICE OPERATIONS, AND HERBERT N. MALETZ, 
CHIEF COUNSEL 


Mr. Woops. I would like to go through the statement and then, if 
you wish, have you ask questions. 

The Cuarmman. How long would it take you to read it? 

Mr. Woops. It will take about 15 minutes. 

The Cuarman. Go ahead, then, 15 minutes. 

Mr. Woops. First, before I start, Senator, may I say that I have 
been appearing before all of you gentlemen for nigh onto 5 years now, 
but this time I am in an enviable position: I have not been in this 

resent job long enough to have to squirm out of my own mistakes, and 
lon not going to be here long enough to make mistakes that will do 
much damage. So, as a result, I can enjoy this one. 
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Mr. Chairman, members of the committee, the price stabilization 
program was last discussed in Congress about four and a half months 
ago when the Defense Production Act was extended and funds were 
appropriated for the administration of the program. Therefore, I 
assume that you called this hearing in order to receive a report on the 
operation of the Office of Price Stabilization since the beginning of 
the current fiscal year. My report will cover this entire period, al- 
though, as you know, I was not in my present office during the first 2 
months of it, when the Agency was still directed by my very able 
predecessor, Governor Ellis Arnall. 

When I arrived on the scene, Governor Arnall had already taken 
the steps necessary to adjust the operations of OPS to the instruc- 
tions given by Congress in extending the Defense Production Act and 
especially in severely reducing the funds available toOPS. The Presi- 
dent’s budget request included appropriations for fiscal 1953 in the 
amount of $68,420,000. 

The CuairmMan. I am going to ask the committee if I may interrupt 
here, because a question on this very point was put to me today: 

Do I understand that, as Governor Arnall testified, the appropria- 
tion granted the Agency will not be sufficient for it to a = its 
operations, so that if people are laid off, their places will not be filled, 
except in some particular instances ? 

Mr. Woops. That is right, sir. We have graduaily cut down. We 
have merged some offices. We have made some revisions, to take the 
steps necessary to get within the budget that Congress finally appro- 
priated to us, which was $36,900,000. 

The Cuarrman. And that appropriation was the result of instruc- 
tions given by Congress to reduce your funds, so as a result you have 
had to reduce your staff? 

Mr. Woops. Yes, sir. And if I may summarize just that point, we 
expect that by April 30 employment will not be more than 4,000 people. 

he Cuarrman.. How many do you have now? 

Mr. Woops. 5,800 employees. 

The Cuatrman. How many have you already let go? 

Mr. Woops. We have reduced now from about 11,850 to 5,800; that 
has been the reduction thus far. 

It has been cut in half and will have to be cut again from 5,800 to 
4,000. 

The Cuarrman. If there should be any change requiring further 
2 bpsopesstion, x will have to fill up again ? 

r. Woops. That depends on what the Agency is told to do, but 
by April 30 there will be 4,000 people on the payroll. 

The Cuairman. And no provision for deficiency ? 

Mr. Woops. No; that is al for operation. 

The CuHairman. The next Congress -will not be asked for any defi- 
ciency, but, on the basis of your appropriation you have now reduced 
and will reduce further, that will be the appropriation to April 30. 
If you liquidate, will you have sufficient funds with which to liquidate ? 

Mr. Woops. In the event of liquidation, it will probably be neces- 
sary to ask Congress for funds to liquidate. 

Senator Carrnarr. Do we understand that the appropriation lasts 
enly until April 30¢ 

Mr. Woops. That is right, sir, insofar as operations are concerned. 
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Senator Carenarr. In other words, even if this law were extended, 
it would require additional appropriations to carry on to the end of 
the fiscal year. 

Mr. Woops. That is right. 

Senator Carenartr. The appropriation only lasts to April 30? 

Mr. Woops. We have set aside a small reserve to be used after April 
30 for salaries of a few employees who will be engaged in liquidation 
activities. 

Senator Carenarr. Do you expect to use up the entire appropriation 
by April 30? 

Mr. Woops. Yes, sir; except for the small reserve I just mentioned. 

Senator Carenarr. Part of the Defense Production Act does not 
expire until June 30, but you have nothing to do with that, do you? 

Mr. Woops. Our operations are limited to April 30. Our funds 
technically can be obligated until June 30, but we will have used all 
but a small reserve by April 30. 

Senator Carrnarr. That covers allocation of materials? 

Mr. Woops. This is for the operation of the Defense Production 
Act covered by the Office of Price Stabilization. 

Senator Capruarr. Covers only price control ? 

Mr. Woops. That is right, sir. 

Senator Carenarr. And that will all be suspended by April 30. 

The Cuatrman. That is what Governor Arnall testified. You have 
to ask for a deficiency appropriation. 

Mr. Woops. No, sir; we—— 

The Cuairman. I am talking about what he thought. If you did 
not decontrol a lot of things that Congress said should be decontrolled 
when it became surplus—you know the law—you might have to ask 
for more money. 

Mr. Woops. That is right. 

The Cuarrman. You have decontrolled a lot. 

Mr. Woops. Yes. 

The Cuarrman. Do you intend to decontrol more ¢ 

Mr. Woops. That is right. 

The Cuarrman. I am glad to hear that. 

Mr. Woops. There is no intention of asking for more for operations 
prior to April 30. 

The Cuarmman. What do you intend to decontrol!—because, for 
instance, the price for cattle has gone down 20 percent. 

Mr. Woops. Well, I have a whole section in my statement, Senator, 
on suspensions and decontrol, if I may go on. 

As to the development of our program, I should first like to give 
you a quick look at the course of prices in our economy, which neces- 
sarily forms the background for any discussion of price stabilization. 
When Governor Arnall testified before the Banking and Currency 
Committees last spring, he described the readjustment of our price 
pattern from the distortion it suffered between the Korean invasion 
and the start of the stabilization program. In the last 4 or 5 months, 
the price level has been generally stable, although consumers’ prices 
and wholesale prices have advanced slightly. While the price level is 


about 12 percent higher than in June 1950, most price relationships 
are similar to those prevailing before Korea. 
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We certainly can derive satisfaction from this restoration of a more 
normal price pattern. Fortunately, it has been brought about mostly 
by reduction of the raw material prices that had risen most, sharply. 
It might have occurred instead by way of a sharp increase in the prices 
of consumer goods which had not yet reflected the higher raw material 
prices when the stabilization program got under way. The rise in 
consumer prices since the general price freeze has averaged only two- 
tenths of 1 percent a month as compared to an average increase of 
a full percent a month during the period from Korea to the freeze. 

It is a fact, however, that consumer prices have kept going u 
rather than down. There is no reason to think that the very Hs 
decline of two-tenths of 1 percent in the Consumers’ Price Index be- 
tween August and September represents the start of a reversal in 
trend. Incidentally, this was the first decline in 6 months. 

The CuarrMan. What about the wholesale prices and farm prices 
that have gone down anywhere from 20 to 30 percent ? 

Mr. Woops. What I am covering here, Senator, is the relationships. 

The CuarrMan. But you say this is not to be expected. I would 
expect those who are in the retail market would have to follow what is 
happening on the farm. 

Mr. Woops. I am hoping that in one retail field we can reflect what 
is happening on the farm, and I will cover that later. 

Senator CarruArtr. Mr. Woods, you would say there is no reason 
to think that the very small decline of two-tenths of 1 percent in the 
Consumers’ Price Index between August and September represents 
the start of a reversal in trend. On what do you base that statement? 

Mr. Woops. Well, in the next paragraph there is the basis for my 
statement, Senator, if I may read that. 

Senator Carruart. I have read it. In other words, you feel that 
the huge expenditures on the part of the Government may tend to 
increase prices. 

Mr. Woops. It may turn the other way. 

Senator Cargeuart. That is your only basis for thinking, there, that 
they might get a reversal. 

Mr. Woops. There is no way of saying exactly, except to follow 
these indicators that have been pretty in the past. 

Senator Carruarr. I would think that one of the controlling factors 
might well be the total situation of all items, whether they are in short 
supply or in long supply. Do you have any figures to indicate that 
the consumer goods are not in long supply, and that there is not every 
reason to believe that the production will be big in the future? 

Mr. Woops. Well, I think, right at the present, Senator, most con- 
sumer goods are in good supply; but in this kind of a defense effort, 
with the possibility of a change of impetus on the type, there may arise 
demands of a kind unexpected, and unknown at present, and those 
will be the things that 

Senator Carenart. The only reason for making that statement at 
the moment is that the Government has not as yet reached its peak in 
total rearmament expenditures; is that correct ? 

Mr. Woops. I think that is a major reason. 

Senator Carruart. There is nothing in the inventory or production 
picture to indicate a shortage: is that correct? 

Mr. Woops. No. I think, in both of those fields you have mentioned, 
the signs are all good ; there are no dangerous signs. 
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Senator Carenarr. So, if we should get a reduction in expenditures, 
it might account for it. 

Mr. Woops. Not only in the expenditures, but I think the very 
world tensions might change, as you had with the situation in Korea, 
a psychological effect for people who say “Here we go, boys; we might 
as well get what we can.” 

Senator Carenart. But you might get a period where people might 
very well hoard, buy in advance of their needs. 

Mr. Woops. That is right. 

National-security expenditures during the last 6 months averaged 
1414 percent of the gross national product, as compared to slightly 
over 6 percent during the period before Korea. They are now at 
about $50 billion and still on the upgrade, even though the rate of in- 
crease. has been slowed down. Present plans indicate no quick de- 
cline from the plateau of about $60 billion that will be reached some- 
time during the fiscal year of 1954. 

Inevitably, consumers’ incomes are rising as a result of higher Gov- 
ernment expenditures. It is therefore especially significant that con- 
sumers also are again spending a larger share of their incomes. As 
you are well aware, one of the most important factors leading to the 
success of our stabilization program was the reduction in the rate of 
consumer spending—and the corresponding increase in the rate of 
saving—which followed the restoration of confidence in the stability 
of the dollar. Consumers spent almost 98 cents out of every dollar 
of income after taxes during the third quarter of 1950 and 97 cents 
during the first quarter of 1951. They reduced their expenditures 
to less than 91 cents out of every dollar after taxes earned during the 
second half of 1951. During the second and third quarters of 1952, 
however, they spent almost 93 cents of every dollar earned after taxes. 
This is probably not an abnormally high rate of spending at our pres- 
ent inal of income. We therefore must be prepared for a substantial 
increase in consumer demand, as the continued rise in national-security 
expenditures will further enlarge income. 

‘hanks to the increase in our productive capacity and in the pro- 
ductivity of our industry, we are able to meet increasing demands 
of the Government for defense purposes and increasing consumer de- 
mands at the same time, in spite of the fact that business expansion 
also continues to absorb a relatively large proportion of our national 
output. But we can do it only by operating very close to the limits 
of our economic capacity. This may not seem to be true at first — 
when you observe that a good many industries do not operate all their 
plants full time: but it is true for our economy as a whole, as evidenced 
by the fact that the Federal Reserve Board’s Index of Industrial Pro- 
duction reached a peacetime record high last month, while unemploy- 
ment. dropped to the lowest level since 1945. Unemployment cannot 
be redu much further. Thus, we can expand our total output 
only by increasing the workweek or the labor force which, obviously, 
can be done only within narrow limits, or by improving productivity, 
which is a slow process. Therefore, we cannot count on meeting ex- 
panding demand indefinitely without inflationary pressure. 

Thus, we experience a mixed economic situation, with some in- 
dustries operating at less than full capacity while the economy as a 
whole is faced with demands unp ented in peacetime. This has 
its effect on the price situation. In some areas market prices are below 
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ceilings while in others inflationary pressure continues to push costs 
upward and to require ceiling-price increases. The Congress took 
cognizance of this mixed situation when it extended price-stabiliza- 
tion authority last summer while adding at the same time section 412 
to the act approving the policy of suspension where ceilings are not 
currently needed. The Office of Price Stabilization has followed this 
double-barreled policy of control where necessary and suspension 
where possible. 

Preliminary suspension standards designed principally for actions 
at the primary producers’ level had been issued by OPS on April 22. 
These standards and the experience gained in the course of the sus- 
pension actions of last spring formed the basis for the development 
of additional standards to guide the suspension of manufactured 
goods. These additional standards were issued on August 21. Like 
the original standards they require mainly that market prices be 
materially below ceiling prices, and also that there be no prospect of 
reaching ceiling prices within the foreseeable future. They fur- 
ther require that a practical price-watching system and a mechanism 
for restoration of control if needed be set up before the suspension 
action is taken. Because of the greater complexity of the markets 
for manufactured goods, as compared to those for raw materials, the 
additional suspension standards involve a number of technical pro- 
visions to cope with the particular problems encountered in suspend- 
ing price ceilings for manufactured goods. 

At the same time, on August 21, OPS also issued a revised version 
of its standards for decontrol, giving greater leeway than the original 
decontrol standards that had been in use since shortly after the Agency 
started operations. I have with me a copy of both these standards 
which, if you so desire, may be inserted in your record. 

The CuarrMan. May we see a copy of those standards? 

Senator Carenart. You just have the one copy ? 

Mr. Woops. We have several, Senator. 

The Cruarrman. I may say this: the committee has received a lot 
of opposition to establishing local price-control boards. Is that what 
you have there? 

Mr. Woops. I am prepared to discuss this matter. 

The Crarman. I may say, also, that Vice Chairman Brown has 
received these protests, too. 

Mr. Woops. My statements goes into quite a bit of detail, Senator. 


ECONOMIC STABILIZATION AGENCY—OPFFICE OF PRICE STABILIZATION 


PRICE OPERATIONS MEMORANDUM NO. 48 
Aveust 21, 1952. 
To: Commodity Division directors, 
Subject: Additional suspension standards for manufactured goods. 

On April 22, certain “preliminary suspension standards” were announced. 
Subsequently, they were incorporated in Price Operations Memorandum No. 
47, Suspension Standards for Primary Raw Materials, issued August 20, 1952. 
These standards were designed to permit immediate examination of proposed 
suspension actions at the primary producer level where dollars-and-cents ceilings 
were in effect. Experience under these standards has proved their soundness 
for their original purpose. Careful study of suspension problems for manufac- 
tured goods indicates that the basic approach of the original standards is gen- 
erally appropriate for these goods as well, and this approach will continue to guide 
the suspension actions to be taken in the future. 
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We will not suspend controls where such action would result in levels of prices 
or margins higher than permitted under applicable regulations. More spe- 
cifically, in connection with any suspension action, there must be a finding made 
that prices are materially below ceiling, and that there is no prospect that reim- 
position of controls will be necessary in the foreseeable future. Moreover, before 
uny suspension action is taken, an adequate price-watching system must be estab- 
lished, and a determination made as to the conditions under which controls will 
be reimposed, and of the appropriate recontrol mechanism. It must be made 
clear at the time of suspension that recontrol, when and if necessary, will not 
be at a higher level of ceiling prices than that existing prior to suspension, except 
as required by law. 

However, because these standards were originally developed with particular 
reference to primary products, it was recognized at the time they were issued 
that certain amplifications and modifications would be required with respect to 
manufactured products. These modifications follow. 

1. “Prices materially below ceiling” 

(@) As the original standards indicated, “materially below ceiling’ is to be 
interpreted in terms of degree of volatility of prices. Prices for most manufac- 
tured goods are substantially less volatile than prices of primary products, and 
this fact must be kept in mind. 

(b) In the case of manufactured goods, much more than in the case of primary 
products, price variation often takes the form of changes in discounts, trade-in 
allowances, free services, free deals, credit terms and the like. All of these are 
to be considered elements of price in connection with a finding of below-ceiling 


(c) In the case of many manufactured products, the finding that prices are 
materially below ceiling is more difficult than for primary products, because of 
the frequent lack of precise information with respect to selling prices, and their 
relationship to ceiling prices. In considering suspension action, serious effort 
must be devoted to assembling all available data from Government agencies and 
other sources. Information on price trends will often permit judgments on this 
point even when ceilings are established by freeze or formula and specific ceilings 
are not known. If an index shows selling prices have declined, and we know 
that ceilings are unchanged, or have been increased, we can conclude that prices 
are below ceiling. All available data from individual! firms, although not repre- 
sentative nor statistically reliable, should be assembled and summarized. In 
borderline cases, sample surveys should be considered which would collect infor- 
mation on seHing and ceiling prices for a representative selection of items. 

Nevertheless, quantitative data with respect to the relationship of selling and 
ceiling prices may be inadequate to permit a firm conclusion on the basis of these 
facts alone. We may have information only from individual firms, or on certain 
items, which is not adequate to support a general finding. In such cases, related 
information bearing upon the hardness or softness of markets must be sought 
to supplement the incomplete price information. This information might include 
such factors as production and productive capacity, inventories, employment and 
unemployment, availability and prices of materials, margins, earnings, average 
realizations, shifts of production from high priced or luxury models, etc. 

(d) There are particular problems of interpretation of the phrase “materially 
below ceiling” in the case of manufactured goods (such as apparel) traditionally 
sold in customary price lines. Under these circumstances market softness nor- 
mally takes other forms than a reduction in unit prices. In such cases, con- 
sideration should be given (in addition to any evidence of outright price reduc- 
tions, such as through manufacturers’ close-outs) to a number of related factors 
which will indicate the degree of softness in the market. These include not only 
the basic economic factors mentioned above, such as levels of production and pro- 
ductive capacity, inventories, availability and prices of materials, employment 
and unemployment, margins, and earnings, but also particularly such specific 
factors as (i) information on changes of quality within price lines; (ii) evidence 
with respect to shifts of production from higher to lower price lines; (iii) the 
price behavior of closely related items which are not sold in customary price 
lines; (iv) modifications, if any, in trade terms, discounts, free services, free 
deals, advertising allowances; (v) the extent of mark-downs and close-outs or 
other evidence of weak markets at retail. 

In such cases, where clear and convincing evidence of market softness is shown, 
and where a strong case is made that no rise in price can be anticipated in the 
foreseeable future, suspension may be considered even though the available 
evidence indicates that market prices have not declined. 


25844—52——2 
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(e) In the case of finished consumer goods, essentially the same supply and 
demand factors apply both at manufacturing and distributive levels. Conse- 
quently, all available price information both at manufacturing and distributive 
levels should be obtained, including, of course, BLS index data at both levels. 
The fact that retail margins are not materially below ceiling margins will not 
prevent a finding that prices are materially below ceiling if manufacturers’ prices 
meet this test and there is no threat of appreciable widening of distributors’ 
average margins. 
aH. connection with proposed suspensions at distributive levels, see also part 3, 

low. 

(f) Where the principal element of cost in the production of a manufactured 
product consists of a material which has already been suspended from control 
under the Agency's suspension standards, and the manufactured product is only 
a slightly fabricated form of the suspended material (e. g., burlap and burlap 
bags or cotton grey goods and cotton bags), the manufactured product normally 
should also be suspended if there is evidence that prices of the two products 
generally rise and fall together. , 

2. “Area” 

(a) In the field of manufactured products, the problems of definition of the 
“area” for suspension become particularly difficult, Piecemeal suspension of 
narrow areas should be avoided, in order to prevent confusion and misunder- 
standing by buyers of the product and by the general public. Areas for suspen- 
sion should be capable of clear and reasonably simple definition. 

An area at the manufacturing level may be as broad as an “industry” as that 
term is used in connection with the industry earnings standard. However, in 
some cases where an industry area can be clearly subdivided in terms of spe- 
cialized manufacturers, separate marketing mechanisms, relative independence 
of price movement, or other appropriate lines of demarcation, one or more such 
subdivisions may be excluded from suspension of the larger area or may be 
separately recontrolled. Suspension should not cover any such subdivision of 
substantial importance where prices are firm. 

In close cases, where evidence of softness in certain goods is inconclusive, 
attention should be given to the transferability of productive resources—labor, 
machinery, and raw materials—within the area proposed for suspension. Where 
all of these are easily and rapidly transferable, this should strengthen the case 
for inclusion of the questionable items, Where transfer is difficult or slow, 
evidence of significant softness is required, 

On the other hand, where an area has been defined to include items which are 
closely substitutable either on the demand or production side, or both, price 
increases for particular items would probably not have significantly unstabilizing 
effects, and might induce shifts of use or of production which would be econom- 
ically sound and desirable. If, within such an area, particular items might rise 
in price because of temporary style factors, seasonal factors, or the temporary 
shortness of supply of an agricultural material, this should not prohibit the 
suspension of an entire “area” defined to include such items. For example, 
frozen fruits might be generally selling well below ceiling, but there might be a 
short crop of a particular fruit, which in a normal market would cause this 
price to rise relative to other frozen fruits. This fact should not prevent the 
definition of the “area” to include all frozen fruits, nor bar suspension of the 
entire area, assuming that the standards are otherwise satisfied. 

(b) Where possible to do so without confusion, an area should be broadened 
to include related minor itéms subject to the same economic forces, even though 
detailed evidence on these minor items may be unavailable. In suspending a 
commodity area, all services in connection with the production of that com- 
modity normally should likewise be suspended. Suspension of related services 
should be avoided, however, where these services are supplied in close connection 
with other services not related to the suspended commodity area. Thus, for 
example, nonspecialized transportation services in connection with a suspended 
commodity should not be suspended. 

(c) Ordinarily, suspension at distributive levels should cover a category as 
set up in distributive regulations. In most cases, these categories are confined 
to a homogenous group of products subject to the same general economic con- 
ditions. However, in cases where a category can be subdivided in terms nor- 
mally used in the trade and understandable to the consumer such a subdivision 
may be separated from the rest of the category for purposes of suspension or 
recontrol. 
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Problems may arise where suspension is proposed both at manufacturing 
and distributive levels, but the area at the manufacturing level does not cor- 
respond with a category in a distributive regulation. In such circumstances a 
decision will have to be made among the following alternatives: (i) Not to 
suspend at all; (ii) to suspend only at the manufacturing level, retaining con- 
trol at retail; (iii) to suspend those items at the manufacturing level which 
it is proper to suspend, but to suspend the entire category at retail (thus keeping 
some items under control at the manufacturing level which are suspended at the 
retail level) ; or (iv) to break the retail category, suspending some items, but 
keeping control over the others. 

Choice among these alternatives will rest upon such factors as the following: 
The scope of the proposed manufacturing suspension relative to the size of the 
retail category ; the extent to which retailers may be expected to maintain nor- 
mal mark-up practices under suspension; the administrative problems for re- 
tailers and OPS of splitting a category; and the burden which the retail regula- 
tion imposes upon sellers (if it is relatively heavy, this should strengthen the 
case for the suspension or the broadening of the suspension ). 


3. Separate consideration of levels of production and distribution 

(a) The rule that each level of production, processing, or distribution will be 
considered separately continues to apply. However, as noted above, in the case 
of finished consumer goods, the same market factors normally affect prices at 
manufacturing and distributive levels, and information concerning both markets 
must be used in making the determination with respect to either one separately. 

(b) Although the same basic market factors ordinarily apply for finished goods 
at both manufacturing and distributive levels, special factors often apply at 
one level but not the other. These special factors must be carefully considered. 
In some cases, the markets may even be quite separate. This may be true, for 
example, in the case of seasonal goods, which are produced and sold at one sea- 
son at the manufacturing level and sold at retail during another season. Like- 
wise, there are marked differences among various distributive trades in the 
extent to which customary mark-ups are adhered to by distributors. 

(c) In some cases it may be appropriate to consider suspension at retail quite 
independently of suspension at manufacturing levels. This might be proper, 
for example, where it could be demonstrated that competitive forces, policing by 
manufacturers, strong traditional adherence to fixed mark-ups, or customary 
retail prices would prevent any significant increases at retail. In such cases 
the extent of burden imposed by the retail regulation would be a significant 
factor. 

Likewise, if, by successive suspensions, a large part of the coverage of a 
retail regulation or a large part of the sales of a particular kind of retail outlet 
have been suspended from control, serious consideration should be given to 
suspending the remaining items. 


4. Price watching 

(a) Every effort must be made to obtain reliable current price information 
directly from the trade, on a regular basis, where this is not already available 
from other sources. In case of manufactured goods, such information is usually 
not otherwise available. Agreement may be reached with representative firms 
to supply current price lists or other price information on a regular basis, to- 
gether with immediate notification of all price changes or announcements of 
future price changes. In some situations a tailored order might appropriately 
be issued formalizing the reporting provisions of section 411 of the amended 
act. Receipt of an appreciable number of individual reports showing prices at 
ceiling could supplement other information, perhaps indicating the threat of a 
general breach of previous ceiling levels. 

(b) Where good current data are not available with respect to selling and 
ceiling prices and the determination to suspend has had to be based largely upon 
related economic information, the price-watching system must, of course, relate 
to those economic factors on which the suspension determination was based. 
Specific arrangements must be made for the current receipt and evaluation of 
these dat». and as careful a watch must be maintained of such data as would 
be maintained of a price series. Naturally, all available price data should also 


be carefully watched. 


5. Trigger mechanism 
(a) Where the availability of specific price information permits, trigger mech- 
anisms of the sort used in the earlier suspension actions will continue to be 
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established. Where such price information is not available, the reimposition of 
ceilings will have to be made dependent upon other factors, and these should be 
spelled out in as definite and specific a form as the circumstances will permit. 
Frequently this will have to take the form of several alternative situations, and 
in some cases no simple or specific formula may determine the circumstances 
under which controls will be reimposed. 

Where, in accordance with part 1 (d) above, suspension has been permitted 
even though market softness has been established on the basis of facts other than 
prices below ceiling, any attempt to raise prices, of course, calls for immediate 
reimposition of the previous ceilings. 

(b) We have agreed with the Bureau of Labor Statistics that we will not use 
a BLS index component as trigger mechanisms without prior consultation and 
clearance with BLS. Such discussion can indicate the appropriateness of the 
use of the BLS index component, as well as permit BLS to determine whether 
such use might jeopardize the success of its own statistical program. 

Where use of a BLS index component as a trigger mechanism is found inap- 
propriate, that index component may still serve a useful supplementary purpose 
in price watching and should then be so used. In other cases, it may be found 
that readily available or obtainable price information can be combined into a 
special-purpose index, to be used as a trigger or at least as a price-watching 
device. 

(c) In many cases, a recontrol of manufactured goods prices may properly be 
tied to the recontrol of a suspended raw material, but slavish adherence to this 
procedure should be avoided. Raw material prices may often be influenced by 
speculative factors only indirectly related to the market for the manufactured 
commodity, or by conditions in the markets for other manufactured products 
using the same raw material. Recontrol of the raw material may be sufficient 
to avoid any significant price inflation for the manufactured commodity. In 
this connection careful study should be given to the pricing practices of the 
manufacturers, and of the extent to which prices for the manufactured com- 
modity have in the past moved independently of prices for the raw material. 

Georce L. MEHREN, 
Acting Director of Price Operations. 





EconoMic STABILIzATION AGENCY—OFFICE OF PRICE STABILIZATION 


PRICE OPERATIONS MEMORANDUM NO. 5 (REVISED) 


Aveust 21, 1952. 
To: Commodity Division Directors. 
Subject: Standards for Decontrol. 

The following standards provide a guide for the determination of materials 
and services which may be exempted from price control. They replace the 
standards of Price Operations Memorandum No. 5, dated August 5, 1951, and 
modify the criteria for decontrol. 

The new criteria reflect the need for focusing the agency’s interest and ener- 
gies on the major areas of commodities and services affecting the cost of living 
and business costs, 

In general, these criteria provide for decontrol where control makes virtually 
no contribution to the stabilization program or where the contribution it can 
make is outweighed by the disadvantage of continuing control. 

Exemption from control will be approved when it can be shown that the situa- 
tion involving a material or service meets the following conditions : 

1. (a) The material or service does not enter significantly into the cost of 
living of the average American family or into business costs; or 

(b) Control of the material or service involves administratitve difficulties 
for OPS or the sellers of the material or service which are disproportionate in 
relation to the effectiveness of the control or the contribution to the price stabil- 
ization program ; 

2. The material or service is appropriately separable from other materials or 
services and is not merely a subdivision of a broader area ; 

3. There is no evidence to show that decontrol or the material or service will 
have a significant adverse effect on the price level when considered in conjunction 
with previous decontrol of related materials or services ; 
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4. Exemption from control of the material or service presents no substantial 
threat of diversion of materials and manpower from sellers remaining under 


control. 
Grorce L. MEHREN, 


Acting Director of Price Operations. 

Mr. Woops. On the basis of these revised suspension and decontrol 
standards a considerable number of actions have been taken. I have 
here with me a directory of commodities and services exempted or sus- 
pended from price control which covers all regulations issued through 
September 24 and an insert to bring it up to date. A mere look at this 
directory makes clear that substantial progress has been made on the 
road of decontrol and suspension. 

The Cuamman. I might suggest that as you mention these stand- 
ards, you pass copies out. 

Mr. Woops. We have copies of all of them. 

I shall not take the time of the committee to discuss the actions 
taken but will merely enumerate the more important suspensions 
issued since July 1. They include radio and television sets, carpets, 
bedding, shoes, hosiery, distilled spirits, wine, cigars, lamb at whole- 
sale, and soft drinks. In addition, OPS decontrolled a great many 
other commodities including millinery, vitrified chinaware, sterling 
silverware and holloware, to mention only a few of the more important 
ones. 

Regulatory provision, of course, was also made to comply with 
the amendment to the act which exempted fruits and vegetables. 
Parenthetically, the committee should recall that the summer months 
normally bring a sharp seasonal decline in the prices of fresh fruits 
and vegetables. After reaching their seasonal low around the middle 
of September, they have begun to increase again. Canned fruits and 
vegetables, which have no such pronounced seasonal fluctuation, have 
risen slowly but continually since July. At the end of October, retail 
prices of canned fruits and vegetables were 3.1 percent higher than 
at the end of June. 

The Cramman. This is quite a book. How many articles are 
included in this book? 

Mr. Woops. It would be difficult to count the articles, because they 
are usually taken by commodity. For example, in shoes, there might 
be a great many different kinds of shoes. They are there, but some- 
body would have to make a count. There are hundreds of items, 
though, that have come under those suspensions. 

It might also interest you that we have observed price increases 
for virtually all the commodities which were suspended last spring. 
It seems unlikely that suspension itself had anything to do with these 
price increases, since price ceilings were far above market prices and 
these market prices could have risen as much as they did even while 
the ceilings were in effect. Nevertheless, the firming up of market 
pe adds to the rg Pm ge involved in the suspension program. 

n no case, however, have previous ceilings been approached closely 


enough to make their reimposition necessary. Thus, it appears that 
the experiments of last spring bear out the validity of the program, 
and we propose to proceed with it. I have reviewed the agency's 
thorough analysis of the apparel situation and have decided to sus- 
pend all apparel categories that are still under control. 
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The Cuarrman. You think that Congress did a good job, then, last 
time, when they put that in the law? 

Mr. Woops. Yes; I do. 

I have similarly concluded that price ceilings on pork at wholesale 
should be suspended. 

The Cuarmman. When are you going to do that? 

Mr. Woops. As fast as the papers can be prepared. Frankly, there 
were a couple of them ready this morning, but I did not want to issue 
them, because some people might think I did it just because I was 
coming up here this afternoon. 

The Cuarmman. I wouldn't let that bother me. 

Mr. Woops. I know you wouldn't, but some people might think 
SO. 
Senator Carrnart. That means that no wearing apparel will be 
under ceilings ? 

Mr. Woops. I would say, by the first of this month, that would be 
true. We are taking the actions in categories. 

Senator Carenarr. That is, men’s clothing, women’s clothing, shoes, 
dresses, hats, coats ? 

Mr. Woops. I would like to make one exception, and that is chil- 
dren’s clothing, because I keep getting letters from housewives, the 
mothers, who say, “Maybe my coat is way below ceiling, but not 
the clothing I buy for my children.” I have asked my people to be 
particularly careful in that category, before we take action; but if 
it follows the other trends, it will also go; but I assure you that wom- 
en’s clothing, men’s clothing, all of those categories, will be suspended 
by the first of the month. 

Senator Bricker. How many such letters have you received ? 

Mr. Woops. Well, I know of two on children’s clothing that have 
crossed my desk in the past 2 weeks, particularly, Senator, as a result 
of some of these trips that I have been making, where I have asked 
the housewives what they think of these pending actions. 

Senator Carenartr. Well, isn’t it a fact, though, that all of the things 
that you have decontrolled, most of those were never under control, 
amount to less than 3 percent of the items covered by the Consumers’ 
Index ¢ 

Mr. Woops. Oh, I think, when you get the apparel in, it will be 
more. I don’t know the exact figure. It will amount to about 50 per- 
cent—past actions and these present ones. 

Senator Carrnarr. Those that were never under control, plus 
those you have decontrolled, and those you anticipate decontrolling at 
the moment, will amount to 50 percent of the items covered by the 
Consumers’ Index? 

Mr. Woops. That is right; yes. 

Senator Carrnarr. At the moment, it is not over 3 percent, though? 

Mr. Woops. No; it is about 43 percent, about 43 percent are under 
now. This new group will amount to about 7 percent. 

Senator Carenart. That does not seem to correspond with some 
figures I have in mind, and some figures I have seen. You are cer- 
tain of that statement, are you? 

Mr. Woops. Yes; I am. 

The Carman. That is what this committee thought was going 
to happen—I mean, the committee of both Houses. 

Mr. Woops. The exact figure. 
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Senator Carenarr. I knew I saw these figures. These are your 

mn figures, I believe, issued by you on September 15. 
t says: 

“Ttems exempted by Defense Production Act, 35.4 percent. 

“Items exempted by OPS action, 2.6 percent. 

“Items suspended by OPS, 4.7 percent. 

“Ttems subject to parity price ceilings, 14.7 percent. 

“Presently pected “ve by OPS, 42.6 percent.” 

Didn’t you issue those res for September 15? 

Mr. Woops. Yes. 

The Cuarrman. That is approximately what he said. 

Senator Carenart. So items exempted by Defense Production were 
55.4 percent. . 

Items exempt by OPS, 2.6 percent. 

Items suspended by OPS, 4.7 percent. 

Mr. Woops. That comes up to about 43 percent. 

Senator Carenarr. Now, you were taking out some of the 42.6 per- 
cent that is presently controlled by OPS. 

Mr. Woops. Yes; which would put us in the 50-percent mark. 

Senator Carenarr. Plus those presently decontrolled by OPS, 
would put you 

Mr. Woops. About 50 percent. 

Representative Ratys. What has been the history of the items de- 
controlled ¢ 

Mr. Woops. Those problems that are beginning to crop up are with 
respect to shoes—not in the matter of price, but in quality—that the 
quality, particularly in children’s shoes—and again, I may say, I am 
only listening to housewives—they say, has deteriorated ; that the 
price has not changed, but that the quality has gone down. 

Representative Rarys. Do you anticipate anything such as that in 
apparel? I remember, in OPA days, that we had the difficulty of the 
article being made the same but the quality not being the same. Is 
there likely to be any trouble of that sort in connection with the present 
order you are contemplating ? 

Mr. Woops. We do have that difficulty, but the only one so far, 
frankly, that has come to my attention is in the one item of children’s 
shoes. We have received indications that the prices of the suspended 
items are rising, but they have stayed, and are still well below the 
ceilings. In other words, not close enough for any reimposition. 

I have similarly concluded that price ceilings on pork at wholesale 
should be suspended. 

Representative Rarns. Let me interrupt you there—that is one 
thing I never understood, even in last year’s hearings—why is it that 
there is such a drop, as Senator Maybank said a moment ago, in the 
price of the farmer's cattle, but it is not reflected in the grocery stores, 
where he goes to buy ? 

Mr. Woops. I don’t know. That is a question that I am plagued 
with. 

The Cuarmman. You will admit there is a decline? 

Mr. Woops. Yes; definitely, a decline in cattle prices. And I have 
asked the agency to find out where that has happened, because it has 
not been reflected at the retail level, except spottily. 

Representative Rarns. Has the amount, or extra supply, been re- 
flected at the retail level ? 
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Mr. Woops. Not in popular cuts. 

Representativ e Rarns. Is there any evidence that meat is being held 
off the market ? 

Mr. Woops. No; I don’t think so—none that we have come across. 
Representative Rains. Now, as a matter of fact, any time that cattle 
drops 1414 percent there should be some reflection of that item in the 
markets of the country; shouldn’t there ? 

Mr. Woops. I should ‘certainly think so. There has been some, but 
generally the prices at the butcher shop have stayed right up. 

Senator Carrnarr. Have you tried to find out the reason for that ? 

Mr. Woops. Yes, Senator. I started about 5 weeks ago. We have 
been checking at all levels to try to find out where it is. 

Senator Carenarr, Let me see; you are now controlling the retail 
price of pork? 

Mr. Woops. Yes. 

Senator Carrnartr. You are now controlling the retail price of beef ? 

Mr. Woops. Beef and lamb. 

Senator Carrnart. You are also controlling the wholesale price 
of lamb? 

Mr. Woops. Of beef and pork, so far. 

Senator Carenarr. Of beef and pork, as of today. You are like- 
wise, of course, still controlling the price that the packer can pay 
for live animals—he must average out 

Mr. Woops. In the case of beef. 

Senator Carenarr. Now, you are also requiring—are you not—that 
they cut the meat in a certain way ¢ 

Mr. Woops. Yes; we are. 

Senator Carenarr. And you are setting prices of those particular 
cuts; is that correct ? 

Mr. Woops. That is correct. 

Senator Carenarr. But is it the possible result of that that you 
might well be keeping the price of meats up at retail? 

Mr. Woops. No; I think, Senator, what we did, when the price 

controls in the market at the retail level were imposed, was we simply 
took the traditional cuts and marketing customs and applied our rules 
to those. 

Senator Carenarr. You know what is happening in the live-cattle 
market ¢ 

Mr. Woops. Yes, sir. 

Senator Carenuartr. There was a time not long ago when what was 
known as Commercial grades—the poorer grades in cattle, meaning 
those that were not finished cattle, were not fat—were selling at al- 
most the same price as the finished animal, and a finished animal is one 
that is fat, ready for the market, and will dress out at 63, 64 percent. 
They were selling almost together: weren't they ? 

Mr. Woops. T hey were very close. 

Senator Carruarr. Now, the finished animal has dropped consid- 
erably, I would think, as much as 6 cents a pound on the hoof; but 
the Commercial grades—meaning the cows and the cattle that are not 
finished, that have very little flesh upon them—have dropped 40 
percent. 

Mr. Woovs. Yes; I concur in that; that is about true. 

Senator Carenarr. Now, you are certain, then, there is no rela- 
tionship now between retail prices as a result of your requiring that 
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they be cut in a certain way and this retail price? My point is, is it 
possible that the retailers are carrying out your orders in selling these 
cuts, they are maintaining the ceiling price as you established them, 
but maybe they are not the same kind of beef or meat ? 

Mr. Woops. Well, I don’t think so. I cannot follow your point on 

the relationship between the drop in grades of cattle and different 
cuts. . 
I could see, in other words, that there could be a lesser demand for 
the Canner and Commercial grades in the butcher shop—in other 
words, people might want to eat better steaks, better roasts, the de- 
mand may be for Choice, and that has happened to some extent. In 
other words, there has been some reduction in the butcher shop, in 
the cheaper grades of meat; but I don’t think the cuts—— 

Senator Carruarr. | cannot verify the statement on percentage 
that I am going to make, and I can well be wrong—I doubt if 1 am; 
I am pretty much guessing—but my guess is that no more than 20 
percent of the beef sold comes from cattle that are finished, meaning, 
when you get your high grades, supposedly high-priced cuts, and the 
other 80 percent of the beef in the United States comes from the 
Commercial grades and canner grades. I think that is the most of 
the meat. I may be wrong on my percentage, but there is something 
wrong at the moment between the finished cattle and those that are 
unfinished, those that are thin. 

I would think you ought to find out what has happened. It is 
completely out of balance. 

What 1 would like to find out is, is it due to normal conditions, or 
is it due to your pricing methods, or your requiring that they sell cer- 
tain cuts? I don’t know; I am not saying that it is, but I am saying 
that it is completely out of balance. Anybody who knows anything 
about the cattle business knows that it is out of balance. 

Mr. Woops. May I ask Mr. Phelps to comment on that point? 

Mr. Puetes. Just very briefly, Senator; I think the problem is an 
economic problem. 

For many months, as you know, cattle prices were firm; they were 
high. They squeezed, in many respects, packers and, in turn to some 
extent, distributors, including retailers. Therefore, for a period of 
months in 1951 there was a good deal of widespread pain and anguish 
in the retail trade, particularly as to what they were getting out of 
their meat sales. 

Since cattle prices have dropped; there has been a tendency, I am 
sure, on the part of some retailers to try to make up for a while, if 
they could, what they may have lost, or what they may have thought 
they lost, during this period of tightness last year. 

The difficulty with our identifying the precise nature of the problem 
is that the situation varies all over the country. In one market, per- 
haps, all retailers have, in fact, followed the cattle prices down. In 
another market, because of the competitive situation there, retailers 
may have moved only a little way down, or they may have moved 
their low grades down, but have hung on pretty well to their higher 
grades. 

What we are trying to do in response to Mr. Wood’s request. is 
to measure the amount by which retail margins, or any other margins, 
have actually widened; then decide whether it would be proper, and 
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whether there would be something worth while in requiring retailers, 
under our regulations, to follow the cattle prices down. 

Senator Caremart. Well, there is a great discrepancy there, and 
cattle prices for Canner and Commiiatchel pritet am talking about 
other than finished animals—the price at the moment is such that 
it is now and it is going to become very discouraging to the farmers. 

Mr. Puetrs. That is right; the lower-grade beef is generally selling 
considerably below our ceilings, all the way out to retail. 

Senator Carrnarr. The price at the moment to the farmer for his 
cattle, what he is getting for his cattle, other than for the finished 
cattle, is off, I would think, about 5 or 6 cents a pound ; but the Canner 
and the Commercial, and that grade, are down at least 40 percent. 
In fact, they are down to a point where it is very, very discouraging 
to the farmer; and you are going to get into hogs, T suppose, in a 
moment, and they are down even more. 

The CHarrman. You have the same thing, almost, in the cotton 
market. Cotton went down to 35 cents last year. 

Mr. Puetrs. That is true in a good many commodities. 

Senator Carenart. I should think there is a way of finding out; 
and, if we have any pricing methods for any specific cuts that might 
be contributing to that, I am certain it ought to be changed; and I 
am certain you would be willing to change it, and I am equally 
certain that the wholesaler and the retailer would be glad to see the 
changes. 

Mr. Puetrs. I don’t think it is the cut pricing so much as it is 
that there is a maximum demand for high-grade meats. That is a 
symptom of consumer demand for higher grades of many items; so 
it is easier for the retailers to keep their prices firm on those cuts 
while being forced to lower them on the less desirable cuts and the 
lower grades. 

Senator Carenart. It is not a good situation at the moment, because 
the farmer is really being hurt, because prices are way down, and 
we, who are in the Congress, are getting a lot of complaints that the 
retail prices have not kept pace with the decline. 

Now, I don’t know whether it has or it has not, but you gentle- _ 
men have the facts, and you have the personnel, and you have access 
to the facts; and you ought to be able to find out just what has 
happened. 

Representative Rains. What was the result in the beef supply when 
so many farmers were compelled, because of the rather Nation-wide 
drought, to put their cattle on a depressed market? Was there any 
effect on the supply of meat at that time that was reflected in prices 
any place? 

Mr. Woops. I think it is true that a lot of cattle had to be sold be- 
cause of the drought conditions, and I think, of course, that was one of 
the very serious factors contributing to the decline in the price of 
farmers’ cattle, because, certainly, demand for meat has kept up. 

Representative Rarns. I want to know where the meat went to. In 
other words, if there is an oversupply of meat, the law of supply and 
demand could pull you down. De you think it is possible that the 
retailers are making an effort to keep their price near the ceiling, or 
do you think the meat is being held out of normal channels and, as a 
result, the price remained the same? 
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Mr. Puexrs. I would say it would be the former, if anything. I do 
not think meat is being kept out of channels; retailers are sailing a 
large quantity of meat, but they find that the greatest demand exists 
for the quality cuts, and that tends to depress the lower grades, the 
Commercial and suv on. In that situation, the normal thing for a re- 
tailer to do, with or without control, is to do as well as he can with 
the things in demand, and take his licking if it has to come, elsewhere. 
That would account, in part, as a normal economic fact, for any spread 
in margins in the quality grades. 

As cattle prices drop, the retail price tends to be sticky—that is, it 
may not immediately follow the market down—on the quality grades, 
because that is where the demand is. 

Representative Rarns. As we say in Alabama, the people “eat high 
on the hog.” 

Senator Carenarr. I found, in the wholesale meat prices, the aver- 
age hundred pounds on May 31, 1952, for Prime, was $58. 

On November 1, this year, it was $56.45. 

On Choice, in May 1952, it was $55.75. 

On November 4, it was $54.80. 

And what is listed as Good here, on May 31, 1952, was $53.50. 

On November 1, it was $40.80. 

Commercial, on May 1, was $45. 

On cows, all weights, Commercial, May 31, was $45. 

Today, the price is $36.50, 

On cows, Utility, on May 31, 1952, the price was $43. Today, the 
price is $32.50. 

Well, that is a considerable decline, from $43 to $32.50. 

Of course, on the hoof, the cattle that have declined the most have 
been the Commercial and the Canner. 

However, it is getting completely out of balance. And that imbal- 
ance is due either to consumer demand and the law of averages, or to 
price control, or something. In any case, it is completely out of line. 

Mr. Woops. Senator, knowing the interest in this subject and I 
have particularly noticed it from the housewives throughout the 
country—lI would like to tell you what we are doing to try to get an 
answer to this question. 

In the course of my meetings with housewives throughout the coun- 
try, I was greatly impressed by their continuous complaints with 
respect to the high price of beef. This was, without question, the 
most consistent single complaint I have heard throughout the country. 

At the same time the price of cattle has declined substantially in 
recent months. Nevertheless, housewives generally have reported 
that prices in the retail stores have not gone down. If this is true, 
I would regard it as my duty to take prompt steps to bring retail beef 
prices back into line with prices in the primary market. Preliminary 
surveys have indicated to me that in fact the situation varies through- 
out the country; in some areas, some retail beef prices have followed 
cattle prices down, while in others they have not. 

At any rate, I have instructed my staff to give me a full report as 
to the facts of the situation as promptly as possible. In particular, 
I want to know whether distributive margins on beef have, in fact, 
increased unreasonably during the past 6 months. If this investiga- 
tion should show that the margins have increased unreasonably, I 
would seek to develop and issue at the earliest possible date a regula- 
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tion which would rectify this situation and which would establish 
retail ceiling prices lower than those presently in effect and at levels 
which would provide adequate but not excessive margins. I might 
add that the Eeslent amendment to the act, of course, prohibits us 
from reducing retail beef margins below levels prevailing in the pre- 
Korean period. Therefore, if the investigation should disclose that 
the margins presently being obtained by retailers reflect only pre- 
Korean levels, the limitations of the Herlong amendment would pro- 
hibit me from taking any action to reduce retail meat prices. 

At the same time, I have similarly concluded that price ceilings 
on pork at wholesale should be suspended. I am also reviewing pro- 
posed actions which would suspend our regulations requiring the 
registration of slaughterers and setting maximum purchase prices 
for cattle, at the levels of the pre-Korean period. 

Senator Bricker. Will you furnish the members of this committee 
with a copy of that report ¢ 

Mr. Woops. Yes, sir; I will, sir. 

This committee will have a copy of that report on Monday. 

Senator Careuarr. Do you know how long the normal lag is be- 
tween the price the packer pays to the farmer and the wholesale price 
and the retail price? What is the normal lag? 

Mr. Woops. Mr. Phelps will answer that. 

Mr. Puevrs. I don’t think you could say there is a “normal lag.” 
I think it will depend entirely, Senator, on the market conditions 
existing at that precise time. The chain-store, supermarket policy of 
merchandising in the food business, nowadays, generally finds those 
sellers following down reductions in their costs almost immediately, the 
idea being, of course, to attract, through advertising of that sort of re- 
duction, store trade and traffic on that particular day and that par- 
ticular week end. 

The old technique in the food business, as in others, of buying low, 
of keeping your prices high as long as possible, and being the last to 
reduce the prices, and thus avoiding taking inventory loss, has pretty 
much been replaced in recent years. 

Senator Carenart. In other words, you think their prices today are 
based on what they pay for cattle today / 

Mr. Puevrs. Based on what they pay for cattle or carcasses today, 
plus their own judgment as to whether, for a week or 2 weeks, the 
consuming demand and competition in their particular markets will 
support a somewhat wider than normal margin, or will require a 
somewhat less than normal margin. 

Mr. Woops. May I continue, sir? 

The Cuatrman. Go right ahead. 

Mr. Woops. At-+he same time, we also have had to give a great deal 
of attention to the areas where price pressures continue. This is per- 
haps best illustrated by the fact that a rapidly growing number of 
industries have asked for price increases under our industry earnings 
standard with which you are familiar. Because of this growing num- 
ber of applications, procedures for earnings standard surveys had to 
be thoroughly revised and simplified, even though this may result in 
somewhat-less accurate determination of the price increase to which 
an industry may be entitled. I have here with me a list of indust 
earnings standard cases initiated since July 1. It shows that 31 dif- 
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ferent industries have requested price increases that made a survey 
necessary, 

Senator, I would like to submit copies of that. 

The CuarrmMan. Without objection, copies will be inserted in the 
record. 

(The matter referred to is as follows :) 


List of industry earnings standard surveys approved since July 1, 1952 








Number of 
Industry Date of &p- | firms in 
proval sample 

I icin telnisinlyiticinnithinadiedicbaeis fe | a SEO Te ee APTS July 7, 1952 20 
EE ES ee a Se OG BLS AS OER SNS af Rg 30 
CS a LT eS 5 ATE Se RE I arse spit! cctcancsibabat July 9, 1952 4 
ios en ieendieh amabenetingh nel segeesonnevewbiiind do al 13 
kc ee on ia eadin Camitntowesedecewon July 23, 1952 4 
EE SETTLE: Y CR Sept. 3, 1952 | 4 
FS REEL ALES TR ee ....| Sept. 17, 1952 10 
EE SS RE SEE ap Ak SET eee Oct. 9, 1952 8 
etre ei i dS Ra aI a laa a! Oct. 16, 1952 15 
Rolled , heat absorbing, and wire class..............................- Oct. 3, 1952 | 5 
he) | eee de oe hace ddckeddel chase oceviecslsobulikes Om. 3784. 8 
Window TE PS ait, i es -.| Oct. 6, 1952 | 5 
Elect operated uxderground coal mining machinery ----.............- Oct. 13, 1952 ) 
Malleable CPU dow Oiaa tat. 5 tndnekdeenstbbannosechsssbtnies Oct. 10, 1952 | 29 
Metal caps and home canning closures_______...............-....--...----- wees ts Sol 10 
ee amie idecdinatnaishewcmeenenibaue ee 8 
Carbon me EE SES Sea NER Oct. 13, 1952 38 
cs cme S ESSE CUES bob ocudue cba cc cbeccecosccs Oct. 15, 1952 231 
High alloy steel castings.._.............. COPE 5S TTT Re ...---| Oct. 17, 1952 ll 
OO En caine ebaeiaubatoudedcall Oct. 21, 1952 | 12 
Enameled cast iron plumbing fixtures. -_..............-.......-.....--.-...|.--- do al oo) 
Open die-press and hammer forgings..._.................-..-......-..--.-- Oct. 28, 1952 18 
Nonferrous castings PUP Ree a 195 eM Ee eR CS SRE .| Oct. 20, 1952 104 
Nonintegrated producers of aluminum mill produc isd ceceticeds. caicince | Nov. 10,1952 | 29 
Dead-burned dolomite and dead-burned magnesite ................-- .....| Oct. 29, 1952 | 15 
SG Coy ee ee Oct. 31, 1952 | 13 
Asbestos paper, asbestos mill board, and asbestos paper and wool felt insula- | 

Be hi fateh lieerthenern Qepepnilieneettbiradn teakaaainadlatiaiasheel tath linda init Rigged ...-| Nov. 12, 1952 17 
RPT SEA a NR a gi ag Bi ean Bs | tT aS ..| Nov. 6, 1952 11 
Cast brass plumbing fixture SERIES SHG j Bie (ae ER EAL Mel Nov. 12, 1952 25 
Machine-made household and hotel glassware. __.__.........-..--. 2.2.22... ... do om S 


Meat packing House machinery. ..... .. 2. cine n ce cdccccccducssccccss ssastel Nov. 14, 1952 i) 


The Cuarrman. Are any of those of sufficient importance to call 
attention to? 

Mr. Woops. There are 31 industries, mostly in the defense and re- 
lated areas, refractories, bicycles, insulating sidings, carbon and low 
alloy steel castings, nonferrous castings ; with the exception of bicycles, 
they are almost all related to defense industries. But even some of the 
others, of course, have come in. 

Senator Carenart. The basic materials on all those industries are 
primarily steel ¢ 

Mr. Woops. I would say they are primarily metal. 

Senator Carrnarr. They were involved in the wage situation in the 
steel industry; they are fabricators of the steel industry, and they 
got caught in the squeeze / 

Mr. Woops. That is right. But not only steel, some aluminum and 
copper. 

Senator Carenart. But fabricators of steel / 

re Woops. Yes. 

lance at this list shows that the majority of the industries 
bid involved sell their products to business and government rather 
than to the consumer. That, of course, is due to the fact that the infla- 


tionary pressures emanate from the defense production program. 
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Thus, they affect directly the raw materials and products required for 
defense and indirectly those products that are made by the same or 
closely related industries. This is a very wide range of industries. 
Price stabilization work for most of these industries is concentrated in 
our Industrial Materials and Manufactured Products Division. The 
industry experts in that division recently compiled a list of items 
which, in their best judgment, would immediately experience a price 
increase if ceilings were now lifted. The list includes no less than 200 
items, some of them fairly specialized but others very widely used. 

Senator Bricker. Would you furnish a copy of that list ‘or the 
record / 

Mr. Woops. Yes, sir; we will. 

(The matter referred to is as follows :) 


Prick INCREASES EXPECTED IN THE EVENT THAT PRICE ConTROLS WERE ABOLISHED 
Now 


On the following pages are listed the commodities which would be expected 
to increase appreciably in price in the event price controls were abolished today. 
This list does not include any increases which would occur as a consequence 
of increases in material, labor, or other costs but only those which would be 
expected on the basis of present costs. Nor is the list complete. There has not 
been time to analyze the situation in regard to some categories under control 
of this Division. 

BUILDING MATERIALS - 


— 


. Plumbing fixtures: 
(a) Vitreous china plumbing fixtures 
(b) Enameled coat iron plumbing fixtures 
(c) Brass plumbing fixture trim 
2. Pipe fittings 
3. Valves 
4. Steam specialties 
5. Domestic hot water heating equipment 
6. Domestic water-softening equipment 
7. Automatic temperature controls 
8. Air-conditioning equipment, industrial and commercial 
9. Fire-protection equipment 
10. Refrigeration equipment, commercial and industrial 
11. Rain-carrying equipment 
12. Builders’ hardware 
13. Trade sales paints, varnishes, and lacquers 
14. Flat glass 
15. Glass containers 
16. Closures for glass containers 
17. Metal weatherstripping 
18. Metal moldings 
19. Steel kitchen cabinets 
20. Cement 
21. Concrete pipe 
22. Sand and gravel 
23. Concrete burial vaults 
24. Precast concrete products 
25. Ready-mixed concrete 
26. Lightweight aggregates 
27. Conerete masonry units 
28. Structural clay products 
29. Ceramic floor and wall tile 
30. Vitrified clay sewer pipe 
31. Acoustical tile 
32. Lime 
33. Crushed stone 
34. Metal lath 
35. Slag 
36. Gypsum 




















37. 


” 
oe. 


40. 
41. 


wd 


45. 


45. 
46. 
47. 
48. 
49. 
DO. 
D1. 
62. 


53. 


De. 


SRAM eee > 


19. 
20. 
21. 


22. 


24. 
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Gypsum products 


. Asbestos und cement products: 


(a) Roofing shingles 
(b). Siding shingles 
(ec) Flat sheets 
(d) Corrugated sheets 
(e) Pipe 
(f) Millboard 
Ilexible insulation : 
(a) Granulated 
(b) Loose 
(¢) Batt 
(d) Bianket 
Insulation board 
Asphalt and tarred roofing and siding products: 
(a) Rocfing shingles 
(b) Siding shingles 
(c) Roll roofing 
(d) Ready-to-lay roofing 
Insulated brick siding 
Asbestos roofing felts 


. Asbestos paper 


Low-pressure and high-temperature insulation 
Cork wall and floor tile cork sheets 
Asphalt bridge plank and expansion joint 
Hard board 
Prefabricated houses 
Domestic boilers and radiators 
Automatic stokers 
Convectors 
Unit heaters 
Domestic furnaces 
MACHINERY BRANCH 


Auriliary machincry and fabricated metal parts 


. Air washers, industrial and commercial, not household 
. Automotive testing and maintenance equipment, mechanical and electrical 


Bearings, antifriction (ball, roller, needle, etc.) 

Bexzrings and bushings, ferrous and nonferrous 

Boilers, power, industrial and marine, 100 p. s. i. and higher working pressure 
Brushes, industrial, power-driven 

Chain, power transmission, including chain fittings and assemblies 


. Checking machines, vertical or horizontal 

. Compressors, except those used with condensing units 

. Cylinders, power, hydraulic, pneumatic and hydropneumatic 

. Condensers, industrial and steampower generation 

. Die-casting machinery 

. Dust-collecting equipment, industrial, portable and stationary, including 


industrial vacuum cleaners 


. Economizers, steam, industrial and marine 
. Engines, Diesel and oil; gas; gasoline and kerosene except aircraft, toy and 


portabie outboard motors; steam except toy 


. Engine generator sets 
. Fabricated standard line structural metal shapes, plates and related products, 


excluding tanks, stampings, and sheet metal shop products 

Fans and blowers, industrial, excluding unit heaters or unit ventilators, 
hand blowers, and desk, pedestal, portable, ceiling and wall-bracket type 
fans, but including pressure fans and blowers and built-in fans 

Feed-water heaters, industrial and marine 

Filters, filter elements and parts, industrial 

Furnaces and ovens, industrial and laboratory 

Gas burners designed for use with products covered by this regulation 
(CPR 30) 


. Gears, pinions, sprockets and speed reducers, including gear motors, motor- 


ized speed reducers and variable speed and other machine drives 
Governors, engine 
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46. 


5. Heat exchanger equipment, designed for use with products covered by this 


regulation. 


. Hydraulic machinery 


Lubricating systems and devices, industrial and stationary, except portable 
hand-operated grease guns and devices designed for automotive and truck 
lubrication 


28. Mufflers and silencers, industrial, for use with items covered by this regu- 


lation 


. Oil burners, industrial and marine, burning No. 5 oil or heavier, except hori- 


zontal rotary and gun type. 


. Pipe cleaning machinery designed and sold exclusively for cleaning of under- 


ground pipelines used in commercial transportation of fluids and gases 


Plating machinery 
Power transmission equipment, industrial, including belt-tighteners, blocks 


. Pulverized-fuel burners 

. Pumps, power-operated with or without power 

5. Pumps, hand-operated, except store fixtures and farm pumps 

36. Reproduction machinery, architectural and engineering, such as blueprinting, 


black and white printing, and brown printing machinery, but not photo- 
graphic process machinery 
Rolling mill machinery and auxiliary eauipment 


. Separators, steam, industrial and marine 
. Services, jobbing shop operations, treating and coating of metals; also weld- 


ing or otherwise joining 
Soot blowers and tube cleaners, power-operated, industrial and marine 


. Spraying devices, industrial, power-operated, for the application of any 


material 


2. Sprockets, power transmission 
. Stampings, metal 


Steam cleaning and degreasing equipment and parts, washing and cleaning 
equipment, except commercial and domestic dish and utensil washing and 
cleaning equipment 

Steam specialties 

Stokers, industrial and marine, with capacity of 1,200 pounds per hour or 
more 

Superheaters, industrial and marine 


. Towers, bubble and fractionating 
. Towers, cooling, metal and wood 
. Turbines and governors, gas, hydraulic and steam 


Water power equipment 


. Construction, mining, and quarrying machinery 
. Construction machinery including road construction and maintenance equip- 


ment 


. Oil field machinery and equipment 


Underground mining equipment 


'. Cutting tools and industrial supplies 
. Coated welding rods 


Diamond cutting tools and abrasives 


. Carbide and tungsten cutting tips 


Electrical machinery and power equipment 


Battery chargers 
Bimetallic thermal strips, fabricated 


. Cable accessories, electrical 
. Capacitors, electrical 


Carbon graphite and metal graphite for electrical uses 


. Circuit breakers, electrical 

. Condensors, synchronous, electrical 

. Conduit 

. Conduit fittings 

. Control equipment, electrical, industrial 

. Convertors, synchronous, electrical 

2. Distribution boards, electrical 

. Electrodes 

. Electronic devices, equipment and parts 

. Fuses for the protection of electrical equipment 
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16. Galvanometer and pyrometer movements 

17. Generators, electrical 

18. Generator sets, diesel-electric, gas engine, electric and motor or engine driven 

19. Electrical glassware 

20. Heating, melting, burning and thawing equipment, portable, for industrial 
and transportation purposes, except mechanics’ fire pots and blow torches 

21. Heating units and devices, electrical, industrial 

22. Instruments, electrical or mechanical 

23. Insulators, porcelain glass and steatite for electrical uses 

24. Intercommunicating systems, electronic 

25. Lighting equipment, electrical, for airway, commercial, floodlighting, indus- 
trial marine, seadrome, and street and highway uses 

26. Lighting fixtures, not portable 

27. Magnets, lifting, industrial 

28. Motors, electrical 

29. Panelboards, electrical 

30. Public address apparatus 

31. Rectifiers, power, industrial 

32. Regulators, feeder voltage 

33. Searchlights 

34. Signalling apparatus 

35. Siren blowers 

36. Sound recording and reproducing equipment and parts 

37. Switches, electrical, knife and enclosed 

38. Switchgear and switchgear accessories 

39. Telegraph apparatus 

40, Telephone apparatus, including sound and powered telephone and nonelec- 
tronic intercommunicating equipment 

41. Testing sets for electronic equipment 

42. Transformers 

43. Turbine generator sets 

44. Turbines and governors, gas, hydraulic, and steam 

45. Wire accessories, electrical 

Wiring devices, electrical 

47. X-ray and electro-therapeutic apparatus and supplies 


E. Farm machinery and equipment 
There would be very little movement of prices of farm equipment should con- 
trols be entirely removed. A few prices might increase, but these increases, in 
many cases, wuold be offset by decreases on other items of farm equipment. 
F. General industrics machinery 
None 
G. Machine tools 
Machine tools, new and used 
H. Transportation, materials handling and instruments 


1. Locomotives, particularly Diesel electric 
2. Railroad cars 
3. Instruments for indicating, measuring, recording, and testing 
(It is probable that some individual commodities and product lines 
would be unaffected, but for this broad category sharp price rises would 


be expected. ) 


IRON AND STEEL BRANCH 


Dolomite and magnesite 

. Malleable iron castings 

Rolled steel mill products 

Ingot molds 

Cut tacks 

. Steel shipping containers 

. Copper clad and copper coated steel products 
. Nonferrous castings (aluminum and copper base) 
. High temperature alloy steel 

. Collapsible metal tubes 

. Ferrochrome 

. Ferromanganese 


-— 
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13. Ferrosilicon 

14. Bolts, nuts, screws, and rivets 

15. Metal cans (tin cans) 

16. Bronze plaques 

17. Merchant iron ore outside of Lake Superior district 
18. Some grades of iron and steel scrap 


NONFERROUS METALS BRANCH 


Copper 

Wire mill and brass mill products 
Brass and bronze ingots 

. Nickel mill products 

Nickel and stainless steel scrap 

. Nickel anodes 

. Aluminum pig and ingot 

8. Aluminum mill products 

9. Secondary ingot and aluminum scrap 
10. Asbestos textiles 


TIS OTe 8 BS 


AUTOMOTIVE BRANCH 


It is expected that there will be no significant price increases in the automo- 
tive industry as a result of elimination of price controls today. 

Mr. Woops. Steel, copper, and aluminum, of course, are the most 
obvious ones. Price increases granted to steel and aluminum pro- 
ducers after the wage increases that went into effect last summer were 
considerably less than the amounts requested by these industries, and 
copper producers have repeatedly stated that they would like higher 
prices. With demand for these metals so large that they must be 
allocated, it is clear that prices would promptly rise if they were 
freed from control. 

But the same is true also for many items that are not allocated. 
The list compiled by our industry experts includes, for instance, over 
60 items in the building-materials field, ranging from sand and gravel, 
cement, lime, gypsum, and asbestos products to plumbing fixtures, pipe 
fittings, builders’ hardware, and domestic furnaces. Even larger is 
the number of items listed by the Machinery Branch. They include, 
to mention only a few, ball and roller bearings, engine governors, 
= of many different kinds, industrial mufflers, power-operated and 

1and-operated pumps, steam separators, superheaters, compressors, 
Diesel and gas engines, fans and blowers, industrial oil burners, rolling- 
mill machinery, automotive testing and maintenance equipment, con- 
struction machinery, welding s and cutting tools, and almost. 50 
items of electrical machinery and power equipment. 

This list is all the more significant because it includes merely those 
items which are expected to rise in price without any increase in 
present raw material and labor costs. It is clear, however, that higher 
prices for steel, copper, and aluminum and for all the other items on 
this list would in turn cause additional price inereases for these prod- 
ucts as well as many others. 

These price increases would certainly affect the cost of the defense 
program, and I may remind you that, with our national security 
expenditures —e the level of 60 billion dollars a year, a 
price increase of only 3 percent confined to this area would urden 
the budget with almost 2 billion dollars. Apart from these effects on 
the defense program, can you imagine that a wave of price increases 
in the industrial areas of which I have spoken, would fail to spread 
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out to other segments of the economy? It might well stimulate in- 
creases even in those areas which now are under no inflationary pres- 
sure at all, including those where we have suspended ceilings. 

Senator Caprnarr. Those items you speak about, and your con- 
clusions, are all items that have been affected by the rise in steel and 
the increase in wages in steel; isn’t that, generally speaking, true? 

Mr. Woops. Generally; yes. 

Senator Carenart. So we are reaping the reward of the last steel 
price increase and steel wage increase ¢ 

Mr. Woops. That is right. 

In fact, price pressures right now are by no means confined to the 
defense area ad the ranted industries, although they are strongest 
there. Our industry experts believe that a number of consumer — 
also would rise immediately if price control were lifted today. They 
are of a considerable variety. Prominent among them, for instance, 
are milk and bread, gasoline and fuel oils, and many drugs. To men- 
tion another example—the chief executive of one of the large cigarette- 
manufacturing companies said only a few days ago in a speech before 
a gathering of security analysts that cigarette prices would be raised a 
cent a pack if price control would end on April 30. 

The Cuarrman. Why did he say that? 

Mr. Woops. Because of the demand, I presume. 

Mr. Puevres. | think they take the position that their financial situa- 
tions are such as to require that they lower the long-term and short- 
term indebtedness, and improve their financial condition, through a 
price increase, to a point ne it is more favorable, from their view. 

Senator Cargenarr. Maybe people will learn to smoke cigars. 

Mr. Puevrs. We have suspended them. 

The Cuamman. Or else go back to Bull Durham. 

Mr. Woops. Whatever you smoke, Senator, I think it is still an 
important item in the cost of living. 

Senator Carenart. It still makes smoke. 

Mr. Woops. Nor is there any doubt that a great number of consumer 
services, such as laundry and dry-cleaning services, would immedi- 
ately become more expensive. And all these prospects do not take into 
account the additional price pressures that would arise from price 
increases in steel, copper, aluminum, and other raw materials, and in 
industrial machinery and all the equipment industry uses. As [ 

inted out a moment ago, price increases in these areas would also 
i likely to spread to consumer goods. Once consumer goods prices 
start rising, wages will not lag far behind. 

Thus, there is danger that inflationary pressures now concentrated 
in limited areas—especially those closely related to the defense pro- 
gram—may spread uiiaghens the economy. There is also an urgent 
need for preparedness in the economic as well as the military field. 
In view of these conditions, I do not believe that either the new admin- 
istration or the new Congress will want to abandon price stabilization 
on April 30. Instead, 1 think it will be found in the public interest 
to maintain our defense against inflation while proceeding with the 
= of suspension and decontrol where that is possible. 

or do I believe that it will be found advisable to deprive the con- 
sumer of all price-control protection. When I was appointed to my 
present office, I was aware that some people felt there was no need for 
or interest in price control. Therefore, I made it my first order of 
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business to find out how consumers really felt about the matter. 
Meeting with housewives in a number of cities all across the country, I 
was convinced that they are deeply concerned over high prices and the 
majority of them want the Government to control prices and do it 
more effectively. 

At the same time as I was hearing what housewives had to say, I 
was concerned with keeping interference with business to a minimum. 
Part of the answer to that problem, I think, can be found in decentral- 
ization. 

A good example, I think, is the problem of small business. You are 
well aware that price control imposes a greater burden on the small 
merchant than on the larger firm which is well prepared to cope with 
Government regulations. OPS, too, has been aware of this for quite 
awhile but has found it difficult to do something about it. Statistics 
show small business is most prevalent in retail and service trades. In 
fact, in many trades, the bulk of the business establishments account 
for a minor fraction of the business volume. It seems entirely logical 
to keep under control the larger establishments and exempt the numer- 
ous small ones which in the present business climate, would be kept in 
line by competition of those retained under control. We encounter 
one serious difficulty, however. A store—say, a grocery store doing 
$25,000 worth of business a year—may be a small store in New York 
City, but a grocery doing that amount of business in a small town in 
one of the sparsely populated States of the West may have very little 
competition to keep its prices in line. Thus, exemption of that store 
out West may deprive the entire community and its surrounding area 
of price protection in the grocery field. 

We have now under preparation a regulation which will exempt re- 
tail and service establishments that do no more than a certain amount 
of business, with an appropriate limit for each trade. 

Senator CarenArtr. What do you mean by that—a certain amount 
of the whole in their town? 

Mr. Woops. A dollar volume of business. 

Senator Carruarr. Then, their size would be based upon the size 
of their market. 

Mr. Woops. No; on the amount of business in dollars and cents that 
they do annually. 

Mr. Pretrs. What we have done is to try to get a good record of 
the statistics available in the Government, and elsewhere, as to what 
constitutes small business. 

Then we have tried to set out, in a national regulation, a series of 
decontrols or exemptions for small business, based on those cut-off 
figures, so that any store doing less than the stated volume of busi- 
ness, in its kind of business, would be decontrolled. 

As Mr. Woods will comment, we want to go a step further, and let 
our field people, our people around the country, help determine 
whether that cut-off figure is an appropriate one in that particular 
area, 

Mr. Woops. You mentioned something there, Senator—I don’t 
know whether you noticed it or not—but it may be another solution 
to this: 

We have struggled with this problem of how small is small, and 
possibly we ought to explore, well, the size of the community, to deter- 
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mine, because the real purpose in this is to help hold prices down in 
part by competition from larger stores. 

Well, undoubtedly, in certain communities, and mes ere there is a 

ttern, there are no larger stores; therefore, we would want to give 

ose people the same protection as in the larger cities. But it is not 
an easy one to decide, particularly not from Washington. 

This regulation will not deprive any significant area in the country 
of the protection of price control. But the same regulation will dele- 
gate to our field organization authority to fix the limits of exemption 
according to local conditions. 

Another problem that lends itself to decentralized operation is that 
of setting price ceilings for grocery stores. You are aware that our 
basic procedure for this purpose has been a set of margin regulations 
under which the stores are limited in the amount of gross margin they 
may add to their invoice cost. I need not tell you that this involves 
a number of difficulties. Procedure can be greatly simplified by set- 
ting definite dollars-and-cents prices, at least for those grocery items 
that sell in substantial volume. Again, it cannot be readily done on 
a national basis because costs of merchandise, of transportation and 
of operation vary widely across the country. The answer is the com- 
munity pricing program under which the local OPS office collects 
the necessary information as to current invoice costs charged by 
wholesalers to retailers and computes uniform dollars-and-cents ceil- 
ing prices for all the stores in the community. Differentials are 
provided, of course, for the various classes of small and larger stores 
in accordance with the customary method of grocery-store operation. 

On November 17, 1952, the community pricing program was ex- 
tended to cover 84 percent of the retail food stores of the Nation and 
86 percent of the population. Between December 1 and 15, the pro- 
gram will again be extended to afford Nation-wide coverage. 

There are a number of other areas in which price control can be 
made much less burdensome by decentralized operation. We will, 
of course, have to deal centrally here in Washington with all those 
pressure areas in the defense-related industries and those other com- 
modities that have a national market. But control over those con- 
sumer goods and services which are sold in essentially local markets 
can well be administered at the local level. Public-spirited citizens, 
including sellers as well as buyers, can best judge whether essentially 
local businesses may be entitled to price adjustment and how their 
community would be affected. In this fashion, we can maintain 
posecrte for those communities which need it, without hampering 

usiness in those areas where control of the same kind is no longer 
necessary. 

Senator Carenarr. I would like to ask a few questions about this. 

Mr. Woops. Yes, sir. 

Senator Carrenarr. Let us take any city, it doesn’t make any dif- 
ference, but let us take Indianapolis, now; and I want to know this: 
Can you tell us how this is going to work? First, tell us how you are 
going to get these public-spirited citizens. Who will they be? How 
will you get them? Will they be paid? 

Mr. Woops. No; they will not be paid. They will be volunteers. 

Senator Carenarr. How many will there be in Indianapolis? 
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Mr. Woops. In Indianapolis there might be 9 or 10 or 11, depend- 
ing on the 9 soar that they themselves might feel would come up. 

Senator Carenarr. Who will pick the 9 or 10 or 11? 

Mr. Woops. For lack of a better method, so far, we are asking our 
district director to consult with business associations, chambers of 
commerce, service clubs; and, on the other side, with consumer organi- 
zations, representatives of organized labor—every source from which 
we can get public-spirited citizens. 

Senator Carenarr. Will you set up any criteria formula for experi- 
ence and knowledge in the field ? 

Mr. Woops. Only that, if they are going to represent consumers, 
they be consumers; if they are going to be business people, that they 
be business people. I think I can give you a pretty good idea, Sen- 
ator, of what happens, if I give you the list of the people who have 
been chosen and who have agreed to serve on the first two of these 
boards that we have appointed: 

In Sacramento, there is the editor of the Sacramento Valley Labor 
Bulletin, and a city councilman, serving as a consumer. There is a 
housewife—that is all she is, a housewife. There is a secretary, also 
representing consumers, secretary of the California State Employees 
Association which, I understand, is a group comprising some 45,000 
employees of the State. 

n the business side, there is a grocer, of a large chain; there is an 
office manager of a packing company, and there is the proprietor of 
the community’s largest laundry. 

Those people got together in that town. They felt that seven 
people could handle it, and they, themselves, picked a public-interest 
member. The first they happened to pick was Dr. Mary Foley, as- 
sistant professor of economics at the Sacramento State College. 

Senator Carenarr. You have the committee in Sacramento, the 
seven. What do they do? 

Mr. Woops. They get together and decide what problems of a local 
nature are annoying that community, price problems. 

In the case of Sacramento, they picked out the automotive service 
problem. In Sacramento, there are 17 new-car dealers, who have 
varying prices for services, all of the prices being legitimate ceilings 
under price control. However, they vary. Two or three of them, 
with the same kind of automobiles, have different prices. If you 
went into one to have a fender repaired, there would be one price; 
and for the same kind of work, if you went to another dealer, there 
would be another price. 

Senator Carenarr. Would both of those prices be under the ceil- 
ing—were they ¢ 

Mr. Woops. Yes; both were under the ceiling. 

The automobile people applied to Washington for relief. There 
were, I believe, two or three at the highest prices. The others all 
wanted to be brought up to that price. We had the problem on our 
hands for, I guess, 5 or 5144 months. It was on the basis of increased 
labor costs—they could all prove increased labor costs—that they 
appealed. 

"The board asked the agency to give them all the facts on the case, 
from the agency’s standpoint, what the law was, what would be their 
alternatives. They called on a representative of this group, of the 
automotive industry. He presented his side of the case. 
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The board was willing to render a decision that very afternoon, 
which amazed the automobile people so much that they asked for a 
postponement until they could submit a couple of facts, because they 
geenesent a couple of items in the agency’s representation on their 


gures. 

That is the kind of case they handle, and the way they handle it. 

Senator Carenarr. Did you tell me they were all selling under 
ceilings? 

Mr. Woops. No; they were all within the regulations, but they had 
varying ceilings for the same kind of work. 

Senator Carenart. But they were all selling below the ceiling? 

Mr. Puevrs. May I straighten that out? 

Mr. Woods meant that they were operating under price contro] 
when he said “under ceilings.” . 

Senator Carenarr. Were all of them complying with your regu- 
lations ¢ 

Mr. Puevrs. Yes; they had a variety of ceilings, however, because 
the regulation involved was a freeze regulation. 

Senator Carenarr. Show me the authority in this law, or the jus- 
tification for your getting jurisdiction over a situation where a man 
sold something for $6 or $8, if he was complying with the minimum 
ceiling price. 

Mr. Woops. In the first place, the whole group applied for relief 
because the three that were at the highest price wineet higher prices, 
and the other 14 wanted to be brought up to those three, or, if they got 
more, they wanted more, too. 

Senator Caprnart. Is it your idea now to try to make all of those 
automobile dealers sell at exactly the same price ? 

Mr. Woops. Not necessarily; no. 

_ May I add this, Senator: All the board would or could do would 
be to recommend the solution to the district director. 

Senator Carenarr. What is the solution, from your standpoint, as 
long as they were all complying with the law, and complying with your 
ceilings? 

Mr. Woops. There were three alternatives. 

Senator Carenarr. | do not say this facetiously, but what business 
was it of yours? 

Mr. Woops. They wanted a price increase. 

Senator Carenart. They wanted a price increase? 

Mr. Woops. They had asked for a price increase. 

Mr. Puewes. There is one other reason; it arises out of the deficien- 
cies of the freeze type of price control. That is, a freeze order catches 
industries, whether they be local or national, in distorted positions. 
It is imposed following a period when individuals have been raising 
their prices in varying degrees; so ee have, in Sacramento, for in- 
stance, a situation that is not normal for Sacramento, a series of dif- 
ferent onling prices on services, which arose through accident and 
were frozen by accident. 

This action, like so many other price-control actions, seeks to iron 
out that distortion, caught in the freeze. 

Senator Carenart. In other words, this works somewhat like the 
Capehart amendment? 

r. Puees. That is right? 

Senator Carenart. All right. 
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Now, will this board, now, in Sacramento, go into the price of 
groceries, like every item in a grocery store, every item in a depart- 
ment store, and every item in a drugstore ¢ 

Mr. Woops. Not necessarily, Senator; and the reason I say that at 
this point is, in establishing these boards, we did not want to give 
them, or discourage them by giving them, a whole flock of the prob- 
lems that could occur in a price-control operation. We thought it 
would be wiser if, as the board met a problem in the case of Sacra- 
mento, it happened to be automotive repair services; in St. Paul, TV 
repair services; that they would straighten out that problem; and we 
then could draw up some guides for other boards who might have the 
same kind of problems. 

I do not contemplate—— 

Senator Carenart. This board only handles problems on the local] 
ground, where somebody, some individual or a group desires a new 
ceiling ¢ 

Mr. Woops. That is one category. 

We have put down these guides: Problems strictly local in nature; 
problems which would lend themselves to a solution within the law. 

We cannot just let them pick out a solution out of the sky, a solu- 
tion which might violate the law and regulations, and everything 
else, the problems that lend themselves to local determination, that 
one man is going to have to come up with the answer, anyway; and 1 
just feel that six or seven people, or eight people, using —— 

Senator Carenartr (interrupting). They recommend to you, and 
then you issue the regulation; is that it? They have no authority; 
is that it? 

Mr. Woops. That is right; they have no direct authority. They 
can only recommend. 

Senator Carenarr. I presume you are setting these boards u 
under some section. Under what section are you setting them up 

Senator Bricker. Will you read your authority into the record? 

Mr. Maerz. Section 710 of Public Law 774, paragraph (d) : 

The President may utilize the services of Federal, State; and local agencies 
and may utilize and establish such regional, local, or other agencies, and utilize 
such voluntary and uncompensated services, as may from time to time be 
needed; and he is authorized to provide by regulation for the exemption of 
persons whose services are utilized under this subsection from the operation of 
sections 281, 283, 284, 434, and 1914 of title 18 of the United States Code and 
section 190 of the Revised Statutes (5 U. 8. C. 99). 

Sec, 404. in carrying out the provisions of this title, the President shall, so 
far as practicable, advise and consult with, and establish and utilize committees 
of, representatives of persons substantially affected by regulations or orders 


issued hereunder. 

However, I must say that our primary reliance, Senator, is on 
section 710 (d), which I read first. 

Senator Bricker. Do these boards have subpena powers, Mr. 
Woods? 

Mr. Woops. No, sir. 

Senator Bricker. How do they get the directive? 

Mr. Woops. They ask the office to brief the case for them, to present 
the facts from the agency’s point of view, and ask the other side to 
present their side. 

Senator Bricker. Then, under your set-up now, the procedure that 
you have formulated, that goes to the regional director, on the rec- 
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ord—is there a record made of these hearings, or whatever this local 
board does? 

Mr. Woops. There are minutes, and there is a recommendation in 
writing. 

Senator Bricker. Do they take testimony, and so forth? 

Mr. Woops. That has not been contemplated. 

Senator Bricker. That is merely an arbitrary action, so far as the 
board is concerned ? 

Mr. Woops. It could be regarded as an arbitrary action. 

Senator Bricker. On what basis does the agency, or you, your- 
self—you are the final authority—review their findings? 

Mr. Woops. Under the law, and our regulations, If the solution 
does not meet with those regulations, then we cannot accept the board’s 
recommendation. 

Senator Bricker. But they have no responsibility at all to make a 
record, or make their findings in accordance with the record or the 
testimony that they adduce at a hearing? 

Mr. Woops. I do not contemplate that that will be necessary; I do 
not think it will be necessary for them to make a full and complete 
record of testimony. It is not a court matter. It is merely a matter 
of trying to take a problem 

Senator Bricker (interposing). It may not be a court matter, but 
you are dealing with the fundamental economic rights of the individ- , 
ual citizens of these communities. You are depriving them of their 
rights; you are fixing prices. There is no record made of any char- 
acter, on which any court could review the findings of this local board, 
regardless of what they might be, by compromise or otherwise. They 
might be arbitrary without any foundation whatsoever. There is no 
basis set forth for the findings, and there is no record made, by which 
you or your agents, regional authorities, or otherwise, might ade- 
quately review or determine the reasonableness or equ.ty or justice of 
that board ¢ 

Mr. Woops. They would make a finding on the same kind of record 
that our district director makes, when he makes a decision. They have 
the same facts as he has at his disposal. 

Senator Bricker. You mean, your regional director, then, has no 
basis, except his own judgment, of what is right or fair in the situa- 
tion; there is no provision for a review / 

Mr. Maerz. Yes; there is, sir. 

Senator Bricker. Let him answer it. 

Mr. Woops. I am not a lawyer. 

Senator Bricker. But you are the Administrator of this Depart- 
ment. 

Mr. Woops. As an Administrator I do not see a complete record 
when I make a decision either. The record is there; the people who 
are charged with that responsibility and who know the provisions of 
the regulation insist that certain things be in the record; and they are 
there, and they would be there for a board. 

All this board activity attempts to do is to take away the arbitrary 
and bureaucratic decision of one person and allow it to get the com- 
mon-sense approach of a half-dozen or a dozen local citizens, who can 
use a little common sense in making a decision, in which they may 
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have two or three alternatives, in which a district director has to apply 
his judgment. 

Where there are certain facts, or a certain given set of facts, they 
cannot ignore them and say, “We are just going to decide it this way.” 

Senator Bricker. Why can’t they ignore it 

Mr. Woops. They have to operate within the law and within the 
regulations. 

Senator Bricker. How do you know whether they will ignore them 
or not? 

Mr. Woops. If their recommendation is within the provisions of the 
regulations, and of the operating instructions we prepare when 
authority is delegated to your regional or district directors. 

Senator Bricker. If it is within the law, that is all you have to 
guide you; but there is a great deal here that is not covered by the 
law, where there is arbitarary power in their hands. They are not 
officers of the Government; they are not responsible to anybody. 

Mr. Woops. They are officers of the Government. They take the 
oath of office. I think, even further, they are subject to loyalty review. 

Senator Carenarr. But they get no pay? 

Mr. Woops. They get no pay. 

Senator Carenart They are 100 percent advisory, only ? 

Mr. Woops. Yes. 

Senator Bricker. I think you said in your statement that you 
would follow, in most instances, their recommendations? 

Mr. Woops. That is true, providing those recommendations are 
within the law and within the regulations, and follow national policy. 
That is the first thing they are told. 

The Cuarrman. If I may interrupt you for a moment: you said 
you have two boards, and are going to set up a third board, in Provi- 
dence; and I want to put in the record here the request of Senator 
Robertson and Senator Margaret Chase Smith, as well as telegrams 
from various people, that this be not done. These are all in protest 
against this. ‘This indicates that if you set up these advisory boards 
in two or three places, they are apt to get bad publicity. On the other 
hand, if you set them up all over the country, how can you do it before 
January 21, when the new administration comes in? 

I am going to quote what you, yourself, said in the Wall Street 
Journal : 


Woops Tetis Reratcers He'’tt Go Stow In Sertine Up Locar Price Boarps 


(By a Wall Street Journal Staff Reporter) 


WaASHINGTON.—Price Stabilizer Tighe Woods promised a group of retailers 
he will go slow on his pet scheme to set up local price control boards, 

Members of the Office of Price Stabilization’s Retail Industry Advisory 
Committee heard Mr. Weods explain his plans to create 85 local price boards 
across the country. Pilot boards have already been established in Sacramento 
and St. Paul, and a third is slated for Providence this Thursday. Mr. Woods 
thinks the boards will make people increasingly aware of price stabilization 
efforts. 

He told the men from department, dry goods, and furniture stores he would 
hold off establishing mere than the first three boards until he talked further with 
them and with other business advisory groups. 

The retailers were skeptical of the Woods plan. They doubted whether local 
people could qualify to handle the complicated pricing problems of retailing. 
They said they would rather leave price-control operations in the hands of 
national price officials. 
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Information available to the local boards on minor and unintentional controls 
violations might cause damaging publicity in the communities having local 
boards, the retailers feared. 

The price boss said the first two pilot boards have started to work on such 
local problems as automobile-repair services and pricing of television repairs. 


Mr. Woops. I promised that we would only set up three boards. 

The Carman. I would go slow, because, actually, in America, 
how many boards would you have to set up—four or five thousand ? 

Mr. Woops. It would oe about 81 cities where we have local offices. 

The Cuamman. Then, why set up three? Not alone that—the places 
that you set them up in might receive bad publicity, and it might be 
equally bad some place else. 

Mr. Woops. The reason for setting up the three boards was to give 
the public a chance to observe their operation. 

The Cuarrman. I fail to see how you can get going on these boards 
in such a short time. 

Mr. Woops. There is no such intention. 

What I would like to do is to have these boards operating, so that 
the Congress, when they are considering an extension of the act, can 
decide whether they would like to include the board program, as they 
did with rent, because, I remember, year after year, your saying, “Don’t 
have so much centralization; let the people get in on this.” That is 
all that is intended, and I cannot understand what the objection of 


industry is here. 

All it is, is a chance to let public-spirited citizens use some common 
sense in helping to handle some of these problems that cannot equitably 
be handled from Washington. I have promised industry not to open 
more than three pilot boards until I consulted it later. 

In this connection I would like to submit for the record the press 
release dated November 17 concerning a recent meeting I held with 
the Retail Industry Advisory Committee of OPS. 


Price Stabilization Director Tighe E. Woods today assured subcommittee 
members of the Retail Industry Advisory Committee that the local stabilization 
board program will be held to the experimental stage until there has been suffi- 
cient experience to test its workability. 

Committee members were told that no additional boards beyond the three 
pilot boards already announced will be established until there has been oppor- 
tunity for further consultation with the group. 

Members of the retailers’ problems subcommittee met with Mr. Woods and 
his staff to present their views on local stabilization board activities as they 
might affect retail stores in local areas. Committeemen doubted that the per- 
sonnel of the local boards would be qualified to handle retailing problems and 
expressed considerable concern that information available to the boards on minor 
unintentional violations by retailers might bring about damaging publicity in 
local communities. 

Committeemen felt strongly either (1) that a definitive listing of the local 
stabilization boards’ rsponsibilities should be provided or (2) that a list of areas 
in which they would not function be provided. Mr. Woods indicated that every 
effort will be made during the next few weeks while the three pilot boards are 
operating experimentally in Sacramento, Calif., St. Paul, Minn., and Providence, 
R. L., to define local price control areas in which the boards might be effective. 

It was pointed out that the Sacramento board had indicated its interest in 
handling a local problem on automobile repair services and that the St. Paul 
board was interested.in bandling local pricing on television repairs. The two 
fields, automobile and television repairs, along with furniture reupholstering 
were suggested as first areas of responsibility to be undertaken by the local 
stabilization boards. The Providence board has not yet been established. It 
will be installed on November 20, 1952. 

Members of the retailers’ problems subcommittee of the Retail Industry Ad- 
visory Committee, all present with the exception of Mr. Goldberg, are Clifford A. 
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Allanson, Allanson’s Ine., Ithaca, N. Y.; M. lL. Behrens, Jr.. Ludwig Baumann, 
New York, N. Y.; H. A. Goldberg, Cooper’s, Portsmouth, Va.; E. R. McDuff, 
Grinnell Bros., Detroit, Mich. ; Harold R. Weinberg, Louis Pizitz Dry Goods Co., 
Birmingham, Ala. ; and Irwin D. Wolf, Kaufmann Department Stores, Pittsburgh, 
Pa. 

Senator Carenarr. You have two boards now, and are going to set 
up a third? 

Mr. Woops. Just one more pilot board ; yes, sir. 

Senator Carenarr. I presume you are going to set it up soon / 

Mr. Woops. It will be set up Thursday, in Providence. 

Senator Caprnart. It will be advisory only, with no authority? 

Mr. Woops. That is right. 

Senator Carenart. Patterned after the rent boards? 

Mr. Woops. That is right. And I think those have been a success. 

The CHairmMan. You said you are going to go slowly ? 

Mr. Woops. That is right. 

The Cuamman. You said that the two you have, look at television 
repair and automotive repair. What will be the third? 

Mr. Woops. I don’t know; they will choose that, themselves. 

Senator Bricker. Whose idea was this, in the beginning? 

Mr. Woops. Mine. 

Senator Bricker. Did you consult with anybody about it? 

Mr. Woops. By “consulting,” do you mean—sure, I talked about it 
for several weeks. 

Senator Bricker. Did you take it up with this joint committee in 
any way ¢ 

Mr. Woops. The idea of it came at a time when everybody on this 
committee was pretty busy. 

The CHatrman. We are always busy. 

Mr. Woops. In September or October. 

Senator Bricker. Did you send any advance notices of this plan 
out ¢ 

Mr. Woops. No, sir. 

Senator Bricker. To nobody? 

Mr. Woops. To my own people. 

Senator Bricker. Whom do you mean by your “own people”? 

Mr. Woops. My own employees, regional directors. I asked them 
what they thought about the idea. 

Senator Bricker. Were any advance copies sent out any place? 

Mr. Woops. No, sir. 

Senator Bricker. Could it have happened, and you not know about 
it ¢ 

Mr. Woops. There wasn’t anything really in writing until a couple 
of weeks ago, when a small booklet was published, telling these boards 
some of the basic rules they would have to operate under, as Federal 
employees. 

Senator Bricker. To whom did you send those booklets ? 

Mr. Woops. To all our regional directors. 

Senator Bricker. To anybody else? 

Mr. Woops. All the regional information people. 

Senator Bricker. Will you furnish for the record a list of all those 
to whom those copies were sent ? 

Mr. Woops. Yes, sir. 
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(The material referred to is as follows :) 


An initial supply of 75 copies of the Handbook for Local Price Stabilization 
Boards was received from the Government Printing Office on November 5, 1952. 
Seventy copies were sent to San Francisco, Calif., for distribution on November 7 
to the new local board members in Sacramento and to OPS regional directors, 
district directors, information officers and regional board coordinators from the 
three western regions of OPS who attended a conference in San Francisco on 
November 8. 

On November 7, 2,925 copies were received from the GPO. Of these 70 copies 
were immediately sent to the OPS office in Minneapolis for distribution on No- 
vember 14 and 15 to the St. Paul local board members and to OPS regional 
directors, district directors, information officers, and regional board coordinators 
from the five central regions of OPS. Eighty copies of the handbook were sent 
to Providence, R. I., on November 12 for distribution to the Providence local 
board members and to OPS regional directors, district directors, information 
officers and regional board coordinators from the five eastern OPS regions on 
November 20 and 21. 

Approximately 20 were distributed to various OPS staff members in the 
national office. The remaining copies are now being held in the Administrative 
Services Division in Washington, D. C. 

The Cnairman. Why did you pick television and automotive re- 
pairs! Where is the television board / 

Mr. Woops. In St. Paul. The automobile is in Sacramento. 

The Cuaimman. If you create a board for television in St. Paul, 
won't people that make something else want a board for that 

Mr. Woops. The board would then take that as their next subject. 

The Cuairman. Their next subject ¢ 

Mr. Woops. Yes. 

The Cuamman. It would end up by having all subjects, before you 
got through! 

Mr. Woops. No. 

The Cuamman. Oh, yes; you cannot just stick on one thing. 

What do TV sets have to do with the cost of living, with price 
control ¢ 

Mr. Woops. They are under control; it is a service that is under 
control, In St. Paul, the local people in St. Paul were very unhappy 
because the price of television repairs, for the same kind of a repair 
job, ran all the way from $3 an hour to $10 an hour, and they felt that 
the Agency should take part in straightening out some of those prices. 
All of the prices of some of those repairs are subject to price control. 

The Cuamman. Go ahead. 

Mr. Woops. That completes it. 

We have discussed here informally the rest of my statement. That 
is the end of it. 

Senator Carenarr. I would like to put in the record a bulletin of 
the National Industrial Council, of October 31, 1952, a memorandum 
to the National Industrial Council, from Bob Devany, on the subject 
of local boards to administer price control. 

This goes on to cover many, many subjects. 

The Cuarman. Without objection, it will be made part of the 
record. 

(The bulletin referred to is as follows:) 

At a press conference this week Price Stabilizer Tighe E. Woods endeavored 
to explain his plan to establish local price-stabilization boards. 

In normal cases, the local board will consist of two representatives of con- 
sumers, two representatives of business, and an impartial fifth member se- 
lected by the other four to represent the public interest. 
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The boards will be an integral part of OPS operations. Three pilot boards 
will be established first: One at Sacramento November 7, one at St. Paul, No- 
vember 14, and one at Providence, November 20. By the end of the year Mr. 
Woods expects to have boards operating in 85 cities. 

(When it was pointed out at the press conference that by that time there 
will be only 4 months of price control left, Mr. Woods maintained that a direct 
price-control program will be needed so long as there is a mobilization program.) 

Members of the boards are to be selected from persons recommended by civic 
associations, local consumer and labor organizations, and business groups. 
Larger boards will have the same proportionate representation as noted above. 
The members will serve without compensation but will be reimbursed for 
travel expenses. 

Here is the full list of the functions to be exercised by the boards : 

1. Receive consumer complaints and recommend appropriate action. 

2. Conduct informal hearings in cases involving ceiling price violations. 

3. Review applications for local price increases before they become effective. 

4. Review local price ceilings which are established for new retail and service 
businesses. 

5. Serve as the “conscience of the community” in securing compliance with 
the stabilization program in retail and service fields. 

6. Make recommendations to the director of OPS on the strengthening of na- 
tional controls vital to the economy and the suspension of national controls not 
vital to the economy. 

7. Recommend those fields in which compliance activities should be concen- 
trated. 

8. Recommend price roll-backs where permissible. 

9. Recommend local suspension of controls in fields of predominantly local 
commodities and services where controls are not longer necessary. 

10. Recommend restoring price controls when desirable for a more stable 
economy. 

11. Consider any matter concerning price stabilization and affecting individu- 
als or the community brought to its attention by consumers, merchants, or the 
local office of price stabilization. Any buyer or seller who is dissatisfied with 
the decision of the district office, for example, may refer the matter to the 
board for consideration. 

12. Promote public understanding of the price stabilization program. 

These boards are, legally speaking, advisory, according to Mr. Woods, but 
OPS district directors have been ordered to carry out recommendations of the 
boards if they are within the law and in line with national policy. The instruc- 
tions provide that “in the event a district director disagrees with the recom- 
mendations of a local board, he should refer the case to the regional director. 
If the regional director agrees with the board the district director shall be so 
advised and the board's recommendation carried out. If the regional director 
agrees with the district director in opposition to the board, he should notify 
the board, forwarding a copy of his decision to me for review.” 

This actually means that the only person who can really overrule the boards 
would be the Director of OPS, Mr. Woods, himself. He conceded this at the 
press conference. 

All through the press conference it was obvious that Mr. Woods was trying 
to bring into OPS his experience with local boards in the Office of Rent Stabili- 
zation, where the boards deal with strictly local matters. 

What follows is a partial report on the 2-hour press conference : 

“The program is Mr. Woods’ own idea and is being run by people from the rent 
office. Advance copies were given to labor unions, but not to any other organiza- 
tions. The program was approved by Putnam and Fowler, but has not been 
discussed with the President. It has not been checked with the Congressional 
Joint Committee on Defense Production. Private polls of top OPS people indi- 
cate almost unanimous opposition to the program, and Mr. Woods stated that he 
had not discussed the policy aspects of the program with old-line OPS officials, 
but merely asked for their suggestions on the technical and mechanical phases. 

“He said that no OPS services would be dropped but that officials will just 
have to spread themselves thinner. OPS is now down to 6,999 employees from 
12,000 in June, and expects to be down to 4,999 by the first of the year. Yet 
Woods said the new program will mean more work for the district offices and 
additional staff secretariat for the additional boards. 
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“He said that the boards will be concerned with the affairs that affect their 
community alone, principally at the retail level, but he had to concede that this 
would affect manufacturerrs since retailers’ costs are manufacturers’ prices. 

“He said that, even though the boards would take over a lot of the responsi- 
bilities for price-control administration, they would not be expected to familiar- 
ize themselves with all OPS regulations, but merely general provisions of the 
act. He further conceded that, in the boards’ enforcement activities, they would 
be functioning as a sort of quasi-judicial grand jury, even though they would not 
be Government employees. 

“The staff instruction urged the boards to hold public hearings as much as 
possible with full coverage by press, radio, and television. This brought up the 
question as to whether or not a businessman's good will could be destroyed at 
a public meeting when it had not yet been determined whether his alleged viola- 
tions, if any, were willful or unintentional. Mr. Woods finally had to concede 
that the only protection in this regard would be the good sense of the members of 
the boards. 

“He was then asked if businessmen X and Y were on a board, would it not be 
possible for them to find out the details of competitor business. He conceded 
that this was possible and that it was legal. 

“The question was then asked, whether if controls were suspended by a board 
in one area of the country, a manufacturer would be more likely to move his 
goods into the suspended area to the detriment of the rest of the country. The 
only reply was an admission that this could happen. 

“The key question in this regard, perhaps, was whether if regulations were 
changed in local areas, this would not destroy uniformity of pricing. The answer 
was that this might be the case. 

“He continued to emphasize that action of the boards would be local but, 
admitted that he could not think of an instance where a local action would not 
have a Nation-wide impact. 

“He pointed out that the actions of the board would be confined to the metro- 
politan area where the board operated, and admitted that this could result in 
one price in the metropolitan area and a different price just 2 miles down the 
road. 

“The question was raised as to whether, with equal consumer and business 
representation, the so-called impartial member would always be the deciding 
factor as in the case of wage boards. He did not think this would happen, as it 
didn’t happen with his rent boards. 

“Further, any businessman on a board must disqualify himself if the case 
before the board involves his own firm, which led Mr. Woods to admit that this 
might weight the scales against business, although he said that the possibility of 
alternate members was being considered.” 

The following are excerpts from an editorial in the New York Journal of 
Commerce, October 31, 1952, under the title “Strictly a Phony”: 

“Price Stabilizer Tighe E. Woods is not satisfied with quietly serving out his 
tenure as OPS Chief—he wants to shoot the works. * * 

“It does not make much difference what the functions of the new price boards 
are supposed to be. What we are objecting to is the whole project which has 
been hatched out without prior consultation of any of the policy-making groups 
such as the National Advisory Board on Mobilization Policy or the Joint Com- 
mittee on Defense Production. 

“The local board program merely has the approval of Stabilization Director 
Roger Putnam and Mobilization Director Henry Fowler. 

“Actually, the whole new program is suspiciously vague. The boards are to 
serve as the ‘conscience of the community.’ They are to function as sort of ‘grand 
juries’ to probe into ceiling violations. They are to be given ‘confidential’ in- 
formation that is not supposed to be made public. They are to recommend price 
roll- backs and the restoration of price controls ‘when desirable for a more stable 
economy.’ Until now they had thought that this was the function of Congress. 

“Of course, the boards are also to recommend ‘local suspension of controls in 
fields of predominantly local commodities and services where controls are no 
longer necessary.’ 

“The way that the decontrol phase of the board’s functions is worded, very 
few, if any, items will ever qualify for such treatment. Actually, Mr. Woods 
admitted, that ‘he couldn’t think of a single commodity on which action could 
be taken on a local basis without a Nation-wide effect. * * 
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“The whole scheme is an attempt to influence the incoming Congress in what 
appears to us a rather crude manner. Actually, it would not be farfetched to 
say that this is almost an attempt to delegate some of the prerogatives of the 
new Congress to some administrative agencies with the blessing of Price Sta- 
bilizer Tighe E. Woods and some of his immediate bosses. Somebody ought to 
stop this nonsense before even the ‘pilot boards’ are set up. Certainly there is 
no need for rushing into such an experiment without first giving the new Con- 


gress a chance to pass on it.” 

Senator Bricker. Mr. Woods, you have extended what you called 
the community food-pricing control in a large number of cities the 
ist of October. Would you explain for the record the purpose of that, 
how it is working, and its advantage to the retailer ait tha consumer ¢ 

Mr. Woops. Well, first, the advantage to the consumer is that he sees 
for the first time what items in the grocery line are under control 
and what items are not. 

Senator Bricker. Did you ever talk to any consumer that ever 
read those prices ¢ 

Mr. Woops. Yes. Asa matter of fact, at every meeting, Senator, I 
would ask people who had used them, whether they had found them 
any good; whether they could read them—if they had got any good 
out of them. 

Senator Bricker. Have you seen them? 

Mr. Woops. I have seen the posters. I think they could be im- 
proved, but I think they are doing some good. 

Senator Bricker. Does the retailer make any more margin under 
this plan than under the former operation / 

Mr. Woops. I don’t think that they change his average prices, Sen- 
ator. I think they merely put specific dollars-and-cents prices on a 
piece of paper that the public can see. 

Senator Bricker. Is it true that the OPS mark-up margins used 
in the original wholesale and retail food ceiling price regulations were 
based on the old 1943 OPA margin surveys ? 

Mr. Puevrs. That is true, Senator, except that some adjustments 
were made for the group 3 and 4 retail stores, the chains and 
supermarkets. 

Senator Bricker. When you put into effect the commodity price 
regulations in March 1951, did you at that time state that OPS 
planned to make a margin study and to adjust prices to pre-Korean 
figures ¢ 

Mr. Puetres. Yes. 

Senator Bricker. Did you make that study ? 

Mr. Puetrs. That is right. 

Senator Bricker. What period did it cover? 

Mr. Puevrs. May and June 1950. 

The study has just been completed within the last 30 days. We 
were scheduled to discuss it this week with our retail advisory com- 
mittee. The members, however, were unable to be in Washington; 
so, by mutual agreement, we have delayed that meeting with them 
until the first week in December. 

I have been informed, in addition, that the wholesale grocers have 
no particular desire to come in at this time to discuss it on the basis 
that they have no particular problem. I except, however, the institu- 
tional wholesalers, who will want to discuss it. 

Senator Bricker. What explanation can you give to this committee 
for the long delay there has been ? 
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Mr. Puexrs. The explanation is a relatively simple one. Do you 
have any objection to my giving you the history? It will take me just 
3 minutes. 

By January 1951, before the Government froze all prices, there were 
a few people who had been with the Government during the war, who 
had returned to Government to develop a price-control program, and 
they decided that, if a general freeze were to be ordered, some means 
would have to be established to rescue retail food stores. 

In advance of the freeze we had borrowed from other agencies one 
or two people who had wartime experience with these regulations, 
and asked them to bring them up to date just in case a freeze order 
were to be issued, so we could quickly place food sellers under those 
wartime regulations and get them out from under the freeze, which 
would have seriously impaired their operations. 

That action was taken and, as it became known, as we discussed it 
with people in the food trades, there were complaints raised that the 
margins involved, while workable during the war years, were no 
longer workable and no longer proper; that changes had taken place 
in grocery distribution, and that, therefore, higher margins should 
be permitted. 

We had no way of deciding that issue, since there were no figures 
available. Accordingly, after several weeks of negotiation and dis- 
cussion, and obtaining a certain limited number of figures, it was 
decided that the wartime mark-up regulations would be issued, but 
that certain adjustments upward would be made in the case of the 
chain and supermarket operators. 

We also stated that we would again embark upon an elaborate mar- 
gin survey in the grocery business. This is a massive job. It is re- 
grettable that a short-term agency of our kind, dealing with emer- 
gency problems, never with enough people to do the job properly, 
and never with enough time, must tackle this kind of job; but such 
information is simply not available, either from private sources in 
the trade, or from Government sources. So, during the war years, we 
had to operate a gross-margin survey, and it took a full year. 

This time, we had to start in the summer of 1951 to discover whether 
or not our present-existing margins were an accurate reflection of pre- 
Korean margins. ‘That meant undertaking to select a scientific sample 
of several thousands of wholesalers and a great many thousands of 
retailers. That meant training people to go out and collect those 
data, clearing it with other agencies of Government, obtaining neces- 
sary funds and personnel. It meant clearing with the trades, warn- 
ing them in advance, and giving them notice of the manner in which 
the job was to be done, and getting them ready to receive our col- 
lectors of this information. 

Above all, it required a sample, the selection of a sample, which 
will gyve you people who have the records, the necessary records; and 
in this case it is particularly difficult, since, to construct a past mar- 
gin, you have to have sellers who have a record, not only of their costs 
of that past period, but also of their selling prices as of that past 
period; and most people in the grocery trade, with some exceptions, 
do not have any reason to keep a record of their selling prices for a 
period of 2 or 3 years. 
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In any event, all that work has to be done, and the survey finally 
had to be prepared by the agency, and collectors sent out around the 
trade. 

It was done. The task consumed endless hours and many weeks. 
It was delayed. If we were to operate under ideal conditions, I don’t 
know that you could figure the amount of delay which came about 
through false starts, complexity through inefficiency or incompetency, 
or something of that sort. 

I would say that ideally, however, such a survey probably could not 
be accomplished by a private organization, or any other organization 
of the Government, in very much less time, perhaps from 90 to 120 
days less than we have taken to do the job. 

in any event, we finally received in our office, only this year, a 
collection of all these data. These were all costs and selling prices. 

Senator Bricker. When was that received? In May? 

Mr. Pueces. I don’t know the exact date. It was probably 4 months 
ago, at least. 

These data then had to be assembled and identified and tabbed and 
computed and adjusted; and I don’t know how many other statistical 
operations had to be done in order to provide us some kind of sum- 
mary of normal margins, in order to give us some basis for reaching 
conclusions. 

Even when we had reached some first conclusions, we ran into the 
varying viewpoints which come from statisticians, economists, people 
in the business, and other people who expressed an interest in such 
an undertaking. 

We finally succeeded in clearing away the last of those hurdles, 
and in reaching some tentative conclusions about 3 weeks ago. 

I had previously stated to the trade, and Mr. Woods had also writ- 
ten to two or three trade people, that when we completed this terrible 
undertaking—that is what it is—we wanted to have it operate in a 
goldfish bowl; we wanted to have the trade come in, see what we had 
done, see how the figures had been obtained, how they had been 
handled. 

We wanted, further, to permit them to have trained statisticians of 
their choice come in and take a look at this survey, since the ordinary 
grocery people would not be at home in the purely statistical area. 

Thus, we wanted to do, in effect, what was done during the war years 
when, by court order, one of the major chains was nted access to 
our margin survey, the court later upholding the validity of our sur- 
vey, and going to the extent of congratulating us on tackling such a 
job in an emergency situation. 

As I say, we were at the verge of holding our first advisory meeting 
this week, but some of the members were not able to be here, so we 
have arranged to hold the meeting with them the first week of 
December. 

We ment them to come in; we expect to tell them what ouf tenta- 
tive conclusions are; we expect to arrange with them avenues by which 
they can have their employees or trained statisticians take a thorough 
look at the erection of this survey. 

We also would like to discuss the survey with other kinds of sellers 
involved. Probably the foremost will be the institutional wholesalers. 

I will reiterate, in a summary, that this is a tremendous undertak- 
ing for an agency of this sort. It would better be done in peacetime 
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or normal times by some other agency of the Government, or some 
private organization. It has not been done, pay because of its 
size; but we have inherited the job and have had to tackle it, despite 
the fact that our resources are not up to that kind of job in a com- 
pressed, short term. 

I think that we should not apologize for the length of time. I think 
we can regret the fact that it took 15 months, under present condi- 
tions, to get the job finally completed; but I think, actually, the an- 
swer would better be found in this or in many other similar situations 
if either the Government or private organizations maintained, in or- 
dinary times, a better record of distributor margin practices, their 
costs, and so on. 

Senator Bricker. Have you those tentative recommendations avail- 
able for this committee ? 

Mr. Pueves. Yes; I think we can make them available to the com- 
mittee. We have not yet discussed them with the trade, or anybody 
else. 

The Cuamman. Without objection, then, they will be printed in the 
record. 

(Nore.—See later comments.) 


Did I understand you to say that you want to talk to the individuals, 
or to the advisory committee? 

Mr. Pures. We would prefer to. 

In answer to your question, Senator, we are in a position to state 
our tentative conclusions; but unless the committee objects, 1 would 
prefer that we have an opportunity to discuss the survey itself, the 
problems involved, our tentative conclusions, with the trade in order 
to get their reactions before we talk very much about it to the public, 
and so on. 

Senator Bricker. While you were taking all the time to make this 
report on the survey, and making your recommendations on it, I 
don't think anybody is more interested than this committee, which 
is charged by law with keeping in touch with developments. It has 
long been delayed, and we are now hoping to reach the end of the 
program. As you say, it is a complex problem, this whole situation, 
and I would like to have it in my oflice, to see just what the recom- 
mendations are. 

Of course, the public is interested in it; of course, industry is 
interested in it; likewise so are we. We will be faced with this 
problem ourselves. 

Mr. Puevrs. I am sure we will do whatever the committee desires. 

Senator Bricker. This plan will be made public as soon as there 
is a conclusion as to what you will do? 

Mr. Puevrs. When action is decided upon as a result of consul- 
tation with industry advisers. 

Senator Bricker. When did you issue the amendment ? 

Mr. Purves. It is reported that it was between June 30 and 
August 1. We had better get you the record. 

The CuatrmMan. May I suggest this: If you want to discuss this 
with the board first, why not send Senator Bricker a copy of your 
record, or send it to the majority or minority clerks here ¢ 

Senator Bricker. That would be satisfactory. I would like to 
know also why there has been a delay on instructions on the Herlong 
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amendment? Will you give us those dates and some explanation as 
to the cause for the delay in notification / 

The CHamman. When do you think you can send that to the 
committee clerks, to be kept in confidence ¢ 

Mr. Puevrs. We could get the summary statement over here within 
24 hours. 

Mr. Woops. I have just one other thing, which I think all of the 
Senators would like to hear. 

The CuarrMan. Go ahead. 

Mr. Woops. As you probably know, I spent about the first 60 days 
in this job, going around the country, talking to housewives, and they 
had some pretty definite things to say about this law; and I think, for 
your further guidance, you would want to know what they have to 
say, so I will just give you the substance of it. 

I met, in all the meetings, with around 2,500 of all these housewives, 
from coast to coast, from up north down to the gulf; and they had 
things to say about the law. 

(1) The present law has the effect of requiring unjustifiable price 
increases. 

(2) The present law, despite its declaration that one of its pur- 
poses is to protect the consumer, actually seems to safeguard the in- 
terests of industry and organized groups while at the same time ig- 
noring the interests of the housewife, the pensioner, the aged, and 
anyone else forced to live on a fixed income. 

(3) The present law, though weak and inadequate, is doing some 
good, and price controls ought not to be done away with at the present 
time. 

The Cuamman. Of course, I am not going to agree with the criti- 
cism of the law, or what the housewife says, because some other house- 
wife might say something different. 

Mr. Woops. Just one more. 

(4) The law should be strengthened as soon as possible, particular- 
ly in the food line. 

Senator Carruarr. What did they mean by that ; how did they want 
it strengthened? Did they give you any ideas? 

Mr. Woops. They want to put back under price controls fresh fruits 
and vegetables, processed fruits and vegetables. 

Senator Carrnarr. Do you feel they have been conscious of the 
increase in the price of those things ? 

Mr. Woops. Yes; from the things they ask about, it is food, prinei- 
pally, that bothers them; and in the food line, it is not fresh fruits, 
primarily, but meats, primarily. 

The CHarrman. Why doesn’t the price of meat go down? You 
know, we had a drought throughout the country, which affected the 
price of cattle; and yet the price of meat has not gone down. 

Mr. Woops. This is the harvest season. 

The Cuarrman. I was talking about fresh fruits and vegetables. 

Mr. Woops. Lettuce and potatoes, such things, were not hurt by the 
drought. 

The CuarrMan. It is strange, the ceiling was taken off, and it went 
way up. Now it is down again. I guess it is the law of supply and 
demand. 

Mr. Woops. Now they are starting back again. 

Senator Carenarr. You say you met some 2,500 housewives ? 
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Mr. Woops. Yes. 

Senator Carenarr. Did they come down to some hotel ¢ 

Mr. Woops. No; they came to a central place. I couldn’t have lis- 
tened to many, individually, in that length of time; but they came in 
groups. I went wherever I was invited, to talk to groups of house- 
wives, and I simply asked them to tell me what they thought of the 
prices and price controls. 

Senator Carruarr. Did you find that they knew much about how 
it operated ¢ 

Mr. Woops. Very little; it was very discouraging. 

That is something, of course, that this agency must consider. 

Senator Carrnarr. Did you find any who did not know there was 
a law controlling prices ? 

Mr. Woops. There were many that did not know that certain items 
were controlled; for example, as late as 2 weeks ago, I had a woman 
complaining about cama ghanien, She wanted to know why they 
kept going up, in the store. I had to tell her they had not been under 
control since the Ist of July. 

There are two things, Senator, that I think are important, not just 
here, but to the country. 

There is very little knowledge of what is and what is not under 
price control, from the consumer’s point of view. 

Secondly, there is very little knowledge of why price control. 

As I have said time and again, in talking to all of these women, 
Korea was only mentioned four times. _ 

Senator Carenarr. They were more interested in prices than in the 
Korean war? 

Mr. Woops. There was no relationship of price control to an over- 
all mobilization effort. 

Senator Carenarr. They did not connect the increased prices with 
the Korean war? 

Mr. Woops. That is right. 

The Cuarrman. The annual report has been completed by the staff 
of the joint committee, and was sent to everyone a month ago. 

I don’t know that there is anything controversial in this report. 

Without objection, I would like to have it printed. 

So, without objection, it will be printed. 

The Cuareman. If there is nothing further, the committee will 
adjourn. 

(Thereupon, at 4:15 p. m., the joint committee adjourned.) 








APPENDIX 





UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
November 13, 1952. 


Hon. BuRNET MAYBANK, 
United States Senate, Washington, D. C. 

Dear Burnet: I shall attend the meeting of our joint committee on next 
Wednesday, the 19th, if possible but for fear that I shall be unable to get back 
at that time, I am sending you two resolutions recently adopted by the National 
Association of Food Chains which not only reflect the views of chain stores but 
of virtually the entire food industry. One of these resolutions, as you will note, 
opposes the establishment of local boards with wide discretion and asks the 
privilege of discussing that before the action be taken. I understand that is 
very definitely the viewpoint of Putnam. 

The other resolution calls for appropriate action in keeping with the provisions 
inserted in section 4 of the current act relating to decontrol of those items which 
subsequently became in ample supply and whose decontrol would not affect either 
inflation or the defense effort. 

My feeling is that our joint committee which, of course, is only an advisory 
body should go very definitely on record in support of both of these proposals 
and possibly that may have some restraining effect upon the Administrator, 

With kindest regards, I am 

Sine. rely yours, 
A. WILLIS Ropertson. 





RESOLUTIONS ADOPTED BY THE NATIONAL ASSOCIATION OF Foop CHAINS, OcToBeR 30, 
1952 


LOCAL PRICE STABILIZATION BOARDS 


Whereas Price Stabilizer Tighe Woods has announced that local price-stabili- 
zation boards will be established by January 1, 1953, in the 85 cities where OVS 
has regional and district offices, with the first local boards to be set up before 
November 20, 1952; and 

Whereas the establishment of local boards, possibly with inexperienced and 
prejudiced staffs and without proper supervision is un-American and can have 
a serious effect on both the consumer and the food industry : Now, therefore, be it 

Resolved by the members of the National Association of Food Chains, in annual 
mecting assembled, That the attention of Price Stabilizer Tighe Woods be called 
to the need for consultation with representatives of the retail food industry 
before the new local price-stabilization board policy is placed in effect; and 

Resolved, That the member companies of this association unanimously oppose 
the establishment of any local price-control boards until the Office of Price 
Stabilization has complied with the provisions of the Defense Production Act 
and has consulted with the food-industry advisory committees and has received 
and considered the recommendations of such committees, 


OFFICE OF PRICE STABILIZATION 


Whereas under the Defense Production Act it is mandatory that price controls 
be exercised within the framework of the American system of competitive enter- 
prise and that in determining and adjusting ceilings due consideration be given 
to prices, rentals, commissions, margins, rates, fees, charges, and allowances pre- 
vailing during the May 24, to June 24, 1950, period and to increases or decreases 
in costs of production, distribution, and transportation since June 24, 1950; and 
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Whereas the Office of Price Stabilization has refused to recognize historical 
business practices and to give effect to the standards and guides set forth in the 
act, but has instead, arbitrarily fixed unreasonably low-ceiling prices and per- 
mitted cost increases without adjusting ceiling prices for food retailers, thereby 
reducing their margins to the point where profits have been drastically reduced 
and in many cases eliminated, and production, distribution, and transportation 
impeded and abnormal! marketing conditions and scarcities created; and 

Whereas the Office of Price Stabilization has followed the practice of delaying 
as long as possible of any decision or ruling on petitions, protests, and applica- 
tions for relief received from the retail-food industry, thereby denying a day in 
court to many members of the industry ; and 

Whereas the Office of Price Stabilization has refused to grant needed and 
required relief to the retail-food industry notwithstanding that the representa- 
tives of the food industry have on numerous occasions called the attention of the 
Office of Price Stabilization to the hardships, inequities, and loss of profits pre- 
vailing in the retail-food industry as a result of its arbitrary and discriminatory 
enforcement of price control and that the Office of Price Stabilization now has 
in its possession documented records, official surveys, and other evidence sub- 
stantiating such hardship and need for relief; and 

Whereas the production of food is now and has for a substantial period of time 
been adequate to supply both civilian and military needs of the United States 
and no searcities or abnormal marketing conditions exist with respect to food 
except those caused by the improper administration of price controls; and 

Whereas a continuance of price controls will further disrupt the production 
and distribution of food for civilian and military use, contrary to the declared 
policy of the act; and 

Whereas the members of the retail-food industry have a real and vital interest 
in the proper administration of price controls and in the correction of inequities, 
discrimination, and illegality existing in the present regulations so as to prevent 
a repetition of such inequities, discrimnation, and illegalty in the event it be- 
comes desirable to reimpose price controls in the future; Now, therefore, be it 

Resolved, That the members of the National Association of Food Chains, in 
annual meeting assembled, again point out to the Office of Price Stabilization 
the urgent necessity of immediate action to correct the inequities, discrimina- 
tion, and illegality existing in the present price-control regulations and orders 
and that as soon as this is accomplished all price controls on food be terminated. 





Everton, GA., November 19, 1952. 
Hon. Burnett R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building: 

I have received many complaints against proposal to establish local price 
stabilization boards. I hope you will go into this matter thoroughly. As I told 
clerk of joint committee when he called me November 10 it was impossible for 
me to be in Washington today. I am sorry date of meeting could not be changed 


so I could be present. 
Pav Brown, Member of Congress. 


Brunswick Harpware Co., Inc., 
TREWORGY FURNITURE Co., 
Brunswick, Maine, November 15, 1952. 
Hon, MARGARET SMITH, 
United States Senate,Washington, D. C. 

Dear SENATOR: We wish to register opposition to the recent proposal by Mr. 
Tighe Woods, Director of the Office of Price Stabilization, to establish local price 
administration boards with broad powers to regulate and administer price con- 
trols on a local level. We understand that Mr. Woods will hold a hearing on this 
proposal on November 17. 

Very truly yours, 
Brunswick HarpwareE Co., INc., 
Haroip E. Treworey, President. 
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L. M. LonGiey & Son, 
Norway, Maine, November 14, 1952. 
Mrs. MARGARET CHASE SMITH, 
Senate Ofice Building, Washington, D. C. 

Dear Mrs. SMIrH: We wish to register opposition to the recent proposal by 
Mr. Tighe Woods, Director of the Office of Price Stabilization, to establish local 
price administration boards with broad powers to regulate and administer price 
controls on a loeal level. I understand that Mr. Woods will hold a hearing on 
this proposal on November 17. 


Yours truly, 
L. M. Lonetey & Son, 


By Forrest M. LONGLEY. 





Barttetr Coat & Suppery Co., 
Sanford, Maine, November 14, 1982. 
Hon. MARGARET CHASE SMITH, 
Senate Office Building, Washington, D. C. 

Dear Mrs. SMiIrH: We wish to register opposition to the recent proposal by 
Mr. Tighe Woods, Director of the Office of Price Stabilization, to establish local 
price administration boards with broad powers to regulate and administer price 
controls on a local level. I understand that Mr. Woods will hold a hearing on 
this proposal on November 17. 

We are appreciative of the kind of representation you have given us in the 
past and hope you will be in a position to help us in this matter. 

Thanking you, we are, 


Very truly yours, 
Bartietr Coat & Suppry Co., 


DONALD W. BARTLETT. 





SuLkowiTcoH Harpware & Paint Co., 
Portland, Maine, November 10, 1952. 
Senator MArGarer Cuase SMITH, 
Washington, D. C. 

Dear SENATOR SMitH: We wish to register opposition to the recent proposal 
by Mr. Tighe Woods, Director of the Office of Price Stabilization, to establish 
local price-administration boards with broad powers to regulate and administer 
price controls on a local level. I understand that Mr. Woods will hold a hearing 
on this proposal on November 17. 


Very truly yours, 
SuLKoOwITcH HARDWARE & PAINT Co., 


M, SILVERMAN. 


SPRINGVALE HARDWARE CO., 
Springvale, Maine, November 13, 1952. 
Senator M. C. SMITH, 
Washington, D. C.: 

We wish to register opposition to the recent proposal by Mr. Tighe Woods, 
Director of the Office of Price Stabilization, to establish local price-administra- 
tion boards with broad powers to regulate and administer price controls on a 
local level. I understand that Mr. Woods will hold a hearing on this proposal 
on November 17. 


Very truly yours, 
SPRINGVALE HarRpWARE Co., 


RicHarp G. LAMs, 
Keita R. Goopwin. 


ANDERSON, S. C., November 18, 1952. 
Hon. Burner R. MAYBANK, 
United States Senate, Washington, D. C.: 
The ramifications and complications of the present OPS regulations are ex- 
tremely difficult for the majority of the dry-cleaning plants to comply with in 
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order to obtain relief from hardship unless they are able to employ a full-time 
accountant. 

If a pricing law is to be kept in force, we are earnestly urging that one of the 
following proposals be incorporated in the new law or amendments be added to 
the present law: First, authority be granted local boards to make area adjust- 
ments, or, second, that along with other service businesses, dry cleaners be 
exempt. 

We realize that it is a tremendous task to process the great number of requests 
for price adjustments submitted to OPS, but we believe that by the granting of 
the above-requested authority, if given to local boards (who are able to obtain 
on-the-spot information and appraise local conditions), a quicker and more 
equitable relief can be given to suffering small industry than is possible under the 
present system. It is very difficult to put into perspective a local situation or 
condition through a written report to an office far removed from the scene. An 
accurate evaluation of conditions confronting a small business cannot be made 
fairly by the analysis of the cold figures on a profit-and-loss sheet. 

The dry-cleaning industry is one of the very few businesses in this country 
that is self-regulatory, because of the number of plants in every community that 
are competing against each other for the cleaning business of that community. 
The lowest prices charged by any one plant in a community automatically sets 
the price of its competitor. The argument to rebut this that the plants mav 
band together to charge exorbitant prices won’t hold water. Even if a few would 
attempt to charge excessive prices, the bulk of the cleaners want only a fair price 
for their work, enough to make a fair profit and to keep a happy customer. 
Under present conditions and regulations, a cleaner, in order to stay in business, 
has to either cut down on the quality of his work or live on the depreciation of 
his equipment, and either course eventually puts him out of business. 

We want more than anything else to maintain our reputation as respected 
law-abiding citizens. We want to shoulder our responsibility to our town, our 
State, and our country; and unless we receive some relief from our distress 
many plants in Anderson will fall by the wayside. 

The cost of operation has continually gone up and up. We had to devise ways 
and means to curtail and cut corners so as to have enough to meet payrolls and 
keep our doors open. We have exhausted every means at our disposal to get 
relief, only to be met with seemingly ridiculous request for additional informa- 
tion and red tape. 

In regard to our local situation, due to competition, we have had no price 
increase within the past 5 years. We from the start of the Korean war did not 
advance our prices as did all our suppliers. We were opposed to price increases 
and relied on statements of the Government that prices would be rolled back on 
those unscrupulous concerns that took advantage of the situation. We held as 
requested, and then when the law was enacted found ourself in an embarrassing 
condition. Our suppliers, who disregarded the request, were allowed to con- 
tinue at the increased price, and we were compelled to hold our pre-Korean price. 
For the past 12 months we have been working with OPS, who has finally granted 
the cleaners individual price increases ranging from 66 cents to 74 cents, thereby 
establishing the fact that a hardship does exist; but, as prices are regulated 
by competition, the only increase effected is the 66 cents, which isn’t enough. 
This increase is 20 to 30 cents below the legal price of our surrounding towns. 
We have tried to convince OPS that the only fair and equitable solution would 
be an area increase to 75 cents, which is more in line with the surrounding 
towns. This is the price we feel sufficient to be able to carry on business. 

Joun W. ScHWaLM, 
Services, Inc. 





NATIONAL ASSOCIATION OF DAIRY EQUIPMENT MANUFACTURERS, 
Washington, D. C., November 14, 1952. 
Hon. Burner R. MAYBANK, 
United States Senate, Washington, D. C. 

Dear SENATOR MAYBANK: In view of the imminence of meeting of the Joint 
Committee on Defense Production, and because of the unanimous interest of 
our members in this matter, we are taking the liberty of making what we believe 
to be certain constructive observations relative to the administration of this act. 

Congress certainly clearly spelled out in title IV of the Defense Production 
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Act, relating to the control of prices and wages, as to the procedure to be used 
by OPS relating to decontrol. We refer particularly to that provision of title IV 
which reads: “that the control of prices and wages shall be terminated as 
rapidly as possible, consistent with the policies and purposes set forth in this 
Act.” 

Conditions in our industry for the past several months, and at present, cer- 
tainly do not, in our opinion, justify continuation of title IV beyond the present 
termination date of April 30, 1953. 

The price of dairy-plant machinery and equipment has not the slightest effect 
upon the cost of living; and, indeed, price fluctuations of such equipment has 
no measurable effect on the cost of our customers’ products. 

It is also understood that the OPS has established a formula under which 
the decontrol of prices may be brought about. It is our suggestion that con- 
sideration of a revision of this formula to permit of more speedy decontrol might 
be considered. We further understand that several commodities have met the 
test of the present decontrol formula but, as of this date, have not been 
decontrolled. 

Two recent announcements from the OPS particularly concern us, and we do 
not believe they are justified at this time. I refer to the announcements by 
Mr. Tighe Woods, Administrator of the Office of Price Stabilization, of his plan 
to decentralize all activities as far as possible. It would appear to us that at 
this late date the delegation of decontrol to field offices for many commodities 
would be inappropriate for the following reasons : 

First, the price structure of most commodities is very involved and has historical 
relationship among the various geographical areas of this great Nation. As a 
result, it is necessary for them to be considered by commodity experts. There 
are no experts, to our knowledge, in the field offices, nor would it be possible 
or advisable to attempt to staff the field offices with such experts. Supposedly 
the Washington office of OPS is staffed with such specialists. 

Second, the possibility of one field office decontrolling an item in one geo- 
graphical area while controls are maintained in another area would probably 
lead to many inequities, particularly in the case of such products as are manu- 
factured by our members, many of which are distributed nationally. 

The other announcement to which I refer is Mr. Woods’ statement relative to 

his plan of establishing advisory boards in each city where there is a regional 
or district office of OPS. This announcement stated that these boards would be 
granted rather broad authority where necessary, including that of calling public 
hearings at which records and books of companies could be subpenaed. 
a procedure, in our opinion, could only result in a slowing up of decontrol, which 
is directly opposite to the procedure ordered by Congress. Establishment of any 
such boards would certainly result in confusion and would create the possibility 
of locally fixed prices by controls, which would upset the normal distribution of 
the manufactured goods. 

We are pleased to know that your committee is planning to review this price- 
and wage-control situation as authorized by section 712 (b). Such a study, we 
believe, will reveal that it is in the public interest that speedy and orderly 
decontrol of prices be consummated at the earliest possible date. 

Very truly yours, 
JOHN MARSHALL, 


NATIONAL COTTONSEED PropuCcTS ASSOCIATION, INC., 
Memphis, Tenn., November 11, 1952. 
Hon. Homer E. CapenaArt, 
Senate Office Building, Washington, D. C. 

My Dear Senator: It is our understanding that you will become chairman of 
the Committee on Banking and Currency in the Eighty-third Congress and that 
one of the first matters to come before that committee will be the question of 
price control as provided in the Defense Production Act. 

In 1951, our association presented testimony before your committee uring 
complete repeal of price (and wage) controls. Our position was repeated in a 
written statement presented to the committee earlier this year. On both occa- 
sions we urged that, if the law was extended, it should contain a tight prohibition 
against roll-backs. The committee attempted to write such a prohibition into 
the act in 1951 but, by the time the bill cleared both Houses and the conference 
committee, the ban on roll-backs was so weakened as to be largely ineffective 
and the original section 402 (d) (1) remained as the principal protection against 
roll-backs. 
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On August 25 last, OPS issued a regulation (CPR 167) applying to cottonseed 
feed products. This regulation rolled back the ceiling prices on such products 
in some areas and cut across existing contracts for future delivery. Such con- 
tracts are normal in our business, just as they are in many agricultural processing 
industries which must buy a year’s raw material within 3 or 4 months. 

We protested this violation of existing contracts by OPS, citing section 402 
(da) (1) of the Defense Production Act. That agency’s reply is the most extreme 
example of distortion of both the language and intent of the act that we have 
seen, Following is the manner in which OPS disposes of section 402 (d) (1): 

“Entirely apart from these considerations, the OPS position on this question 
is free from any doubt by virtue of the language of section 402 (d) (1) of the 
Defense Production Act of 1950, as amended, to which you made reference in 
your letter. That clause reads: 

‘Regulations and orders issued under this title shall apply regardless of 
any Obligation heretofore or hereafter incurred, except as provided in 
this subsection; but the President shall make appropriate provision to 
prevent hardships and inequities to sellers who have bona fide contracts 
in effect on the date of issuance of any such regulation or order for 
future delivery of materials in which seasonal demands or normal busi- 
ness practices require contracts for future delivery.’ 

“The underscored language of the act, even in the absence of the provisions 
found in the regulation under section 18, would clearly subject any delivery 
after the effective date of the regulation to the ceiling price therein provided 
‘regardless of any obligation * * * incurred’ before or after such effective 
date, unless the President had taken positive action under the remainder of 
the clause. Such action has not been taken. The language following the itali- 
cized portion of the foregoing excerpt makes it entirely clear that contracts for 
future delivery in effect on the date of issuance of any regulation are cut across 
in the absence of express provision to the contrary.” 

The act says that the President shall make provision for sellers who have bona 
fide contracts for future delivery. The OPS attorney says that since OPS, as 
agent of the President, has refused to follow this directive of the act, the agency's 
position is in complete compliance with the law. We have not felt it worth 
while to reply to this type of reasoning. 

We sincerely hope that, when your committee considers the matter, it will 
permit the price-, wage-, and rent-control authority to lapse on April 30, as 
now scheduled, If such authority should be continued, we strongly urge that 
an air-tight prohibition against roll-backs be included in any extension. 

So that there may be no defense by OPS that we are quoting out of context, we 
are attaching a complete copy of the letter from which the above quotation was 
taken. 

Very truly yours, 
T. H. Greeory, 
Evrecutive Vice President. 


OFFICE OF PRICE STABILIZATION, 
Washington 25, D. C., October 27, 1952. 
Mr. T. H. Grecory, 
Executive Vice President, National Cottonseed Products Association, 
Sterick Building, Memhis, Tenn. 

Dear Mr. Grecory: This is in reply to the letter you addressed on September 
18, 1952, to Mr. Krueger concerning the applicability of CPR 167 ceilings to deliv- 
eries under contracts for the sale of cottonseed feed products entered into prior 
to the effective date of the regulation. 

In the opinion of OPS there is no doubt that the regulation applies to all 
deliveries of the products covered, made on or after the effective date of the 
regulation. This is the plain meaning of section 18 of the regulation, the rele- 
v ant part of which provides: 

* * you shall not, regardless of any contract or other obligation, sell, 
tai ne person shall buy from you at a price higher than the ceiling price estab- 
lished by this regulation * * 

Any other inter pretation, apart from disregarding the clear intention of the 
OPS as reflected in section 18 and in section 402 (d) (1) of the Defense Produc- 
tion Act of 1950, as amended, would require the treatment of a mere contract to 
sell a cottonseed feed product as a completed sale. There are, of course, excep- 
tional circumstances in which title passes and a sale may be considered as com- 
pleted prior to delivery. This could not, however, be the case where the lot of 
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the product sold was neither identified nor segregated: nor when, as normally 
happens, the contract for future delivery of a processed feed stuff covers a com- 
modity which has not even been produced at the time the contract was entered 
into. The sale cannot be considered as having taken place as a completed trans- 
action until the contract to sell is performed by delivery of the product. 

Entirely apart from these considerations the OPS position on this question is 
free from any doubt by virtue of the language of section 402 (d) (1) of the 
Defense Production Act of 1950, as amended, to which you made reference in 
your letter. That clause reads: 

“Regulations and orders issued under this title shall apply regardless of any 
obligation heretofore or hereafter incurred, except as provided in this subsection ; 
but the President shall make appropriate provision to prevent hardships and 
inequities to sellers who have bona fide contracts in effect on the date of issuance 
of any such regulation or order for future delivery of materials in which seasonal 
demands or normal business practices require contracts for future delivery.” 

The italicized language of the act, even in the absence of the provisions found 
in the regulation under section 18, would clearly subject any delivery after the 
effective date of the regulation to the ceiling price therein provided “regardless 
of any obligation * * *  ineurred” before or after such effective date, un- 
less the President had taken positive action under the remainder of the clause. 
Such action has not been taken. The language following the underscored por- 
tion of the foregoing excerpt makes it entirely clear that contracts for future 
delivery in effect on the date of issuance of any regulation are cut across in the 
absence of express provision to the contrary. 

Not only does the regulation omit any contrary provision; but it restates the 
essence of the italicized portion of section 402 (d) (1) in substantially identical 
language. In these circumstances there can be no room for doubt either as to 
the intention or the legal effect of the regulation. It applies to all sales on 
which delivery takes place on or after the effective date. If this were not so, the 
words “regardless of any contract or other obligation” as used in section 18, 
would be meaningless. 

The Director, acting for the President, found no hardship or inequities which 
required action under section 402 (d) (1), and no action was, accordingly, 
taken. You suggested that the regulation as construed by OPS contravenes sec- 
tion 402 (d) (4) of the same act. No information or data available to the 
Director support this contention, and in the opinion of the Director, as he stated 
in the Statement of Considerations accompanying the regulation, the ceiling 
prices provided for in CPR 167 meet all the requirements of the act, including 
those set out in section 402 (d) (4). 

Very truly yours, 
WitiiAM F. KENNEpy, 
Associate Chief Counsel, OPS Division Counsel Food and Restaurant 
Division. 
Dix1k-HOME Stores, 
Greenville, S. C., November 13, 1952. 
Hon. BurNet R. MAYBANK, 
Senate Office Building, 
Washington 25, D. C. 

Dear BurNer: I understand Mr. Wood of the Oflice of Price Stabilization 
is to appear before your committee some time in the next few days regarding 
the continuance of price controls on foods. We understand he may ask for 
a continuance and maybe strengthening of control of food prices and sup- 
posedly based on his tour around the country. As you probably know, he held 
one of his meetings in North Carolina where we have a store, a few days ago, 
and we had one of our supervisors and store managers sit in on this meeting 
as observers and they report to me it was simply a joke and that there was 
nothing to it. 

The great majority of food items, both in tonnage and in dollars and cents, 
are selling well below OPS ceiling prices and with the supplies in sight we 
believe anyone familiar with the over-all food picture would tell you that 
the continuance of price controls is simply unnecessary and idiotic. We 
can't see how Mr. Wood or anyone eise can honestly ask for continuance of 
these controls unless they just want to control for control’s sake, and to furnish 
jobs to a lot of people that are not needed. I believe that any competent 
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authority on food will tell you that food is in ample supply, if not in over- 
supply, and prices are tending downward. 

We understand that most of these controls expire next year anyway but 
why is it necessary to continue them even until then when they are no longer 
necessary? I do hope that you will find time to give this serious consideration. 

With kindest personal regards, I am 

Sincerely, 
J. P. WILLIAMSON. 


DENVER, CoLo., November 17, 1952. 
Hon. Burnet R. MayBank, 
Chairman Watchdog Committee, 
Senate Ofice Building, Washington, D. C. 

We understand your committee will meet with price control and stabili- 
zation officials in near future to discuss eliminating from controls many products 
now selling substantially below ceiling prices. Livestock and meats fall in 
this category. There have been substantial and even disastrous reductions in 
various grades of cattle, particularly the lower grades with somewhat smaller 
reductions on the good and choice grades. Department of Agriculture reports 
20 percent more feeder cattle going into eight principal Corn Belt States than 
a year ago. Everything indicates a continuation of present more than-ade- 
quate beef supplies for many months to come. We urge your committee to 
recommend decontrol of prices on cattle and on dressed beef. We think such 
action will do more than anything else to restore competitive conditions and 
bring wholesale and retail prices to their true competitive levels. Besides it 
will be an important economy measure in administration. 





F. E. Moti, 
Executive Secretary, American National Cattlemen’s Association. 





WASHINGTON, D. C., November 17, 1952. 
Senator BuRNer R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

Mr. Tighe Woods made irresponsible and inaccurate statements in Minneapolis 
November 15, designed to turn consumers against meat packers and retailers. 
His unfounded charges of exorbitant margins were politically inspired to stir up 
resentment in the minds of consumers and lead them to believe price controls 
are necessary and that competitive laws of demand and supply can no longer be 
depended upon to keep production and prices in proper balance. 

The efforts of the meat industry to establish favorable public relations by 
bringing meat to consumers at the lowest possible cost is seriously jeopardized 
by Woods reckless charges of excessive profits. OPS accountants have no in- 
formation to support his charges. 

Beef at wholesale is selling at prices ranging to 35 percent below ceilings and 
retail prices are in almost every instance well below ceilings. OPS has already 
suspended ceilings on lamb and mutton and there is no reasonable excuse for 
continuing price controls on pork, beef, and veal. USDA has officially predicted 
beef prices will drop again next year because of heavier marketings of cattle. 

Woods’ statement that packers make their money on by-products is not true 
for the 4,000 small packers scattered over the country. Their major byproducts 
are hides and tallow. The current market price for these products barely covers 
their cost. Our tallow today is.#elling at 6 cents per pound compared to the OPS 
ceiling of 10.5 cents. 

The market for steer and cow hides is also depressed. We now receive an 
average of only 14 cents for our steer and cow hides compared to the OPS ceiling 
of 29 cents. 

We urge you to call these facts to the attention of Mr. Woods and require that 
he comply with the law by suspending controls on livestock and meat. 

Mr. E. F. Forses, 
President and General Manager, 
Western States Meat Packers Association, Inc. 
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Sr. Paut, M1nn., November 17, 1952. 


Senator Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C.: 

National Creameries Association, representing the largest group of manu- 
facturing milk producers in the United States, 300,000 members located in Mid- 
west States, urges you to direct Tighe Woods, Administrator Office of Price Sta- 
bilization, during your conference with him November 19 to remove all price 
ceiling regulations on milk and dairy products. Butterfat prices are consider- 
ably below parity and price ceiling regulations accomplish nothing in holding 
down increases in the cost of living, but on the contrary are burdensome and tend 


to reduce production. 
W. A. Gorpon, 
Secretary, National Creameries Association. 


HYGEIA REFRIGERATING Co., 
Elmira, N. Y., November 17, 1952. 


Hon. BugNet R,. MAYBANK, 
Senate Ofice Building, Washington, D. C. 

Dear SENATOR MAYBANK: As chairman of the Joint Defense Committee of the 
Defense Production Act, you are doubtless familiar with the denial by the 
Director of OPS of a petition filed by the American Warehousemen’s Association 
for price decontrol for warehousing and related services. 

We are informed that the denial was on the alleged basis that our industry 
does not meet the decontrol standards established by OPS in its Price Operations 
Memorandum No. 5 Revised. By any sound interpretation of this memorandum, 
we definitely take the position that our industry does meet these decontrol 
standards, 

The most important points of this memorandum are: 

1. The service does not enter significantly into the cost of living of the average 
American family or into business costs, and 

2. That there is no evidence to show that decontrol of the material or service 
shall have a significant adverse effect on the price level when considered in 
conjunction with previous decontrol of related materials or services. 

A brief setting forth sound reasons for decontrol of the warehousing industry 
was submitted to former OPS Director Arnall on September 22, 1952, and repre- 
sented to Director Woods. Subsequently another letter was sent to Director 
Woods by the general president of the American Warehousemen’s Association, in 
which he stated that “our plea for decontrol is in keeping with the new criteria 
established for exemption” and that “we are justly entitled to decontrol along 
with cotton and tobacco warehouses, which already are experiencing that status.” 

Section 3 of the brief for control as filed clearly establishes the basic fact 
that “public commercial warehousing costs have only the slightest effect, if 
any, upon the cost of living.” This section goes on to point out that “public 
merchandise and refrigerated warehousemen serve primarily manufacturers, 
other producers, wholesalers, etc. and their rates and charges are paid by the 
manufacturers, other producers, wholesalers, etc. These rates and charges are 
an insignificant factor in the price of goods at retail.” Examples dealing with 
specific commodities confirm the “insignificance” of storage charges in their 
over-all cost to the public. 

Many products handled by warehousemen are themselves exempt from price 
control, among which are canned vegetable products, butter, dried fruits, fresh 
fruits and vegetables, poultry, frozen fish, frozen fruits, vegetables and con- 
centrates, and other commodities customarily stored. 

We feel, and justly so, that this denial of our petition for decontrol constitutes 
definite discrimination against the warehousing industry without sound cause 
therefor. We respectfully ask that your committee ascertain from the Director 
of OPS just what procedure was used in establishing a basis for denial of the 
petition. We further request that, if your committee can do so with propriety, 
you review the decision and advise us whether or not you concur therein, 

It is our firm belief that unjust, arbitrary, and discriminatory rulings like 
this seriously weaken and impair the entire price-control picture, as it is obvi- 
ously contrary to the intent and purpose of the act and of the administrative 
memorandum relating thereto. 

It is our understanding that your committee is meeting this week and we 
earnestly hope this matter may have your favorable consideration. 


Respectfully yours, 
x 


J. R. SHOEMAKER. 

















